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OURAGEOUSLY, the bull is taken by the horns, as 

J. BLAKE Lowe, second vice-president of the Equitable 

Trust Company, Baltimore, Md., raises and answers 

the question “Can Trust Companies Be Trusted” in his 

article beginning on page 611. Rumblings of dissatis- 
faction have become more than prevalent from those whose in- 
comes from trust funds have shrunk, regardless of how slight that 
shrinkage might be. Mr. Lowe, delicately but very, very firmly, 
steps from point to point and from argument to argument. Soon 
he proves beyond the shadow of a doubt that those whose funds 
were acted upon by banks in a fiduciary capacity were, in the 
main, a great deal more fortunate than those others whose funds 
were managed by individuals. The case built up by this article in 
behalf of trust companies will interest not only banks handling 
trusts, but also all those whose trust funds are so handled. 


THE number of investment counselors has mushroomed from 
twenty in 1928 to around three thousand at the present time. 
This extraordinarily rapid expansion in the business of investment 
counseling has been due to a number of causes and has achieved 
a variety of results. Burton A. Miiuer of Scudder, Stevens & 
Clark, scrutinizes “The Investment Counselor—His Qualifies - 
tions and Functions” so as to find out what m 

ticking, what makes him keep time accurately in some cases while 
in others he seems to have little aptitude for his functions, chrono- 
logical or otherwise. Mr. Miller’s findings appear on page 621 
and they will undoubtedly be as valuable and as interesting to you 
as they were to us. 


Citrine “The Progress ‘Towards Recovery,” Francis M. Law, 
president of the American Bankers Association, takes a stand 
on page 626, for the recodification of the country’s banking laws 
so that banking may also move with longer, quicker strides to- 
wards an even firmer foundation. Mr. Law stresses the ever in- 
creasing necessity for good management which will derive from 
proper education and of an individual before that individual can 
label himself a banker. 


Ir 1s a violation of cost accounting principles for banks to lazily 
submit to the minimum service charge rates set by a local clearing- 
house association. No only that, but it is bad banking and bad 
business for a bank not to know the costs of its own departments. 
So believing, Girpert BaLKAM, manager, department of new 
business and analysis, Quincy Trust Company, shows, on page 
617, why “Service Charges Should Be Based On Costs” rather 
than on a minimum rate shoved, blanket fashion, down the throats 
of all the banks in any one locality. 

vil 
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Pursuine his studies on the management of a bank’s earning 
assets, FREDERICK MUELLER, JR., focuses upon New York City 
and Sioux City, Iowa, in the ninth of his unusual series. The 
pursuit tracks down a basis of comparison arising between these 
two divergent centers. His investigations carry him through 
comparisons of income from earning assets, through recoveries of 
charged-off earning assets, and into the proportion of net losses 
to income. Those seeking to conduct a profitable banking business 
may well turn to page 629 and pursue Mr. Mueller. 


A part of a bank’s operation just as essential as an analysis of its 
arning assets is that which deals with a bank’s relation to the 
public. L. Dovucias MEREpiITH continues on page 641 his series 
on financial merchandising by delving deeply into “Co-operative 
Tinancial Advertising.” Co-operation among banks for the good 
of banking is probably more essential today than it has ever been 
—-provided that it will bring results beneficial to all the partici- 
pants. This is particularly true if the co-operation is dedicated 
to attuning the public temper into a more understanding harmony 
with bank management. Replete with ideas, this article will fur- 
nish satisfactory stimulation to bankers who are contemplating 


co-operative campaigns—and to those who should reflect upon the 
subject. 


ArT this point we wish to offer a bit of encouragement to the hard 
working bank employe who wonders if he will ever get to be a 
platform officer, his struggles towards that end notwithstanding. 
If the aforesaid employe will please turn to page 619 he will find 
inspiration in the story of Tony, the janitor of the Titanic Na- 
tional Bank who, almost overnight takes over the bank itself. This 
feat is accomplished by the simple expedient of first being agree- 
able to the president’s wishes and then by vigorously exercising 
that trait in human nature most akin to obstinacy of a mule 
when faced with other wishes from the same source. The spirit 
of Horatio Alger carries on! 


In closing, we wish to respectfully tip our hats to our venerable 
and esteemed friends who have been having some very significant 
birthdays. The Boston Five Cents Savings Bank is now celebrat- 
ing its eightieth anniversary—the Bowery Savings Bank, New 
York, is commemorating its hundredth anniversary—and the First 
National Bank of Boston is observing its one hundred and fiftieth 
anniversary. We don’t know just what the difference is between 
celebrating, commemorating, and observing—but, being eighty- 
eight years old ourselves we do have an insight into the situation 
and can appreciate the pleasantly proud feeling that emanates 
from it. 
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Editorial Comment 
THE INTERMINABLE SILVER ISSUE 


Y the promulgation of a message 
B from the President of the United 

States, on May 22, the silver ques- 
tion once more comes to the front. It 
is not easy to understand, and therefore 
dificult to explain the real meaning and 
effect of the bill prepared to carry out 
the President's recommendations, and 
for the present discussion will be con- 
fined principally to some things said by 
the President. In his message Mr. 
Roosevelt said: 


“As a part of the larger objective, 
some things have been clear. One is 


that we should move forward as rapidly 


as conditions permit in broadening the 
metallic base of our monetary system 
and in stabilizing the purchasing 
and debt-paying power of our money 
on a more equitable level. Another is 
that we should not neglect the value of 
an increased use of silver in improving 
our monetary system. Since 1929 that 
has been obvious.” 


Just why the metallic base of our 
monetary system should be broadened, 
in view of the present plethoric stock of 
both gold and silver, may be clear and 
obvious to the President, but less so to 
many others. If the Government is to 
become the sole issuer of currency, it 
may be fairly argued that the paper 
issues should have a metallic backing of 
their face, although just what this would 
mean under present conditions when you 
could not obtain gold on a certificate 
supported by 100 per cent. of that metal 
is not clear. If national banks and the 
Federal Reserve banks are to continue 
to issue their notes, a larger metallic base 
seems unnecessary and would entail an 
expense not justifiable. Certainly this 


would have long been true in the case 
of the Federal Reserve notes, the metallic 
base of which was always more than 
ample. 

Nor is it at all certain that by inject- 
ing more silver into the country’s mone- 
tary system the metallic base would ac- 
tually be enlarged. Surely it would not 
under the free coinage of silver at an 
overvalued ratio, for if gold could be 
freely exported it would leave the coun- 
try and silver would merely take its place. 
Even by making our monetary base to 
consist of 25 per cent. of silver we may 
not achieve the object the President has 
in mind. 

Evidently the President, as indicated 
in his message, entertains the hope of 
securing at least a limited amount of in- 
ternational co-operation in carrying out 
his silver policy. Some success in this 
direction was achieved by the Latin 
Monetary Union. 

In the bill prepared to carry out the 
President's recommendation some pro- 
visions may be mentioned, such as the 
proposed nationalization of silver and the 
tax of 50 per cent. to be levied on silver 
profits. The silver that would be bought 
under the bill may be paid for in silver 
certificates, which are to be a legal 
tender. Section 13 of the bill repeals 
acts and parts of acts inconsistent with 
the provisions of the new bill. Pre- 
sumably, this would repeal that part of 
the Act of March 14, 1900, which made 
it the duty of the Secretary of the Treas- 
ury to maintain at a parity all forms of 
money coined or issued by the United 
States. Under the bill silver certificates 
are to be redeemed in silver dollars. 

Whether this new move will result 
in stabilizing the purchasing and debt- 
paying power of our money on a more 
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equitable level, which the President 
hopes for, will be open to question. 

President Roosevelt in referring to the 
Gold Reserve Act of 1934, says: 


“As stated in my message to the Con- 
gress, this legislation was recommended 
as a step in improving our financial and 
monetary system. Its enactment has laid 
a foundation on which we are organizing 
a currency system that will be both sound 
and adequate. It is a long step forward, 
but only a step.” 


Where the succeeding steps may lead 
is a matter of conjecture. Apparently, 
the policy of monetary experimentation 
is only beginning. The President in a 
former message declared that we are mov- 
ing toward a commodity dollar. Wiil 
that be the next step? 

Perhaps the President’s message and 
the bill under discussion will satisfy 
neither the silver enthusiasts nor those 
who regard themselves as the chosen 
apostles of sound money. In that case 


the whole controversy will go into future 


political campaigns, and we shall have a 
revival of the battles of 1896 and 1900. 


WHAT IS MONEY? 


HIS inquiry is prompted by a lead- 

ing article in a recent issue of the 
Monthly Review, issued by the 
Midland Bank, London. The title of 
this article is “What Is a Pound?” It 
could be quite as pertinent for an Amer- 
ican writer to inquire, “What Is a Dol- 
lar?” Until lately such an inquiry in 
either case would easily have been an- 
swered, for a’ pound was merely the 
paper representative of the sovereign, 
containing a definite quantity of gold, 
as the dollar, whether of silver or paper, 
was also the representative of the real 
gold dollar. But this can no longer be 
said, either of the American dollar or 
the British pound sterling. True, our 
dollar still is, theoretically, an amount 
of gold, but as this amount has been 
changed in recent months, and may be 
further altered at any time the President 
sees fit, and down to one-half its pre- 
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vious gold content, it cannot be said with 
any degree of certainty just what the 
word “dollar” means. This uncertainty 
is all the greater with respect to the 
numerous forms of our “money” other 
than gold, for their redeemability in gold 
is no longer possible. 

The article in the Midland Bank pub- 
lication discusses at some length and 
with great lucidity the character of Bank 
of England notes. They are promises to 
pay—simply a debt—which promises can 
be fulfilled only in the sense that the 
notes will be exchanged for some other 
form of currency; that is, a note for £1 
can be exchanged for two ten-shilling 
notes, or for silver or copper coins. Re- 
deemability by exchanging one note of a 
higher denomination for two of a smailer 
denomination, the latter not differing 
essentially from the former, cannot be 
considered as payment. True, the holder 
of the £1 note may obtain silver or cop- 
per coins, but as silver coin is legal 
tender only for amounts up to £2 and 
copper to only one shilling, this can 
hardly be called “payment.” The notes 
are justly classed by the Midland Bank 
as “irredeemable debts of the Bank of 
England.” 

Discussing “the nature of bank de- 
posits,” the article says: “We have al- 
ready seen that currency is nothing more 
than a debt.” It should be observed that 
the word “currency” is here used, not 
“money.” But there is not much dis- 
tinction either in the case of the pound 
or the dollar, both legal tender and with- 
out any real redemption. 

Here is a further statement from the 
article that goes to the root of the mone- 
tary controversy: 


“Thus we see clearly that, while pro- 
ductivity in no sense determines~the vol- 
ume of money, the volume of money is an 
extremely important factor—perhaps the 
most important—in determining the de- 
gree of productive activity. Similarly, 
while confidence has no part in deter- 
mining the volume of money, the volume 
of money may have important effects 
upon public confidence. In other words, 
the most important element in the ‘good- 
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ness. of money is its quantity, consid- 
ered in relation to productive capacity.” 


That is a position with which those 
who consider themselves the apostles of 
“sound money” will not agree. It is 
the real bone of contention between 
them and the advocates of the quantita- 
tive theory and of a stabilized or man- 
aged currency. 

Equally controversial in character is 
another statement in this article: 


“The test of sound money lies in sta- 
bility of its purchasing power.” 


“Sound money” authorities refuse to 
concede that purchasing power is de- 
cided by the money factor alone or even 
chiefly by it. And herein is the age- 
long controversy. 

The chairman of the Midland Bank is 
Rt. Hon. Reginald McKenna, formerly 
Chancellor of the Exchequer, and a stout 
upholder of certain views regarding 
money. No doubt the article under dis- 
cussion reflects his own opinions. Its 
importance, it would seem, lies chiefly 
in the fact which it reveals, namely, 
that both in this country and in England 
novel ideas now obtain as to what is 
money—a debt, and one that is never 
paid. Time was when both the British 
paper pound and the American paper 
dollar could confidently say, “I know 
that my redeemer liveth.” That time is 
no more. 

Whether the sub-title of the Midland 
Bank article—“The Nature and Essence 
of Money”—is fully sustained may be a 
matter of conflicting views, but there 
will probably be substantial agreement 
with the concluding paragraph of the 
essay, reproduced below: 


“Finally—and this is of great impor- 
tance in considering monetary plans for 
the future—monetary efficiency on a 
gold standard can be maintained only 
on an international basis, for if inter- 
national management is not resorted to 
the inefficiencies of some monetary sys- 
tems will prevent efficient management 
of others. This, then, is the great dis- 


tinction. A gold standard is of inter- 
national order, but there is no reason 
why a non-gold standard should not be 
fully as efficient as a gold standard—in- 
deed, there are good reasons why it is 
likely to be more so—if operated on any 
other than an international co-operative 
system. An international standard is 
preferable to a series of separate national 
standards, but if this can be worked 
only by separate and often conflicting 
authorities there is little to be said for it. 
And this is a description which applies 
accurately to the gold standard of the 
post-war years. A return to the gold 
standard can be of practical advantage 
only if it is to be operated under a truly 
balanced international system of joint 
control and regulation, designed to secure 
stability in the purchasing power of 
money.” 


But one other statement remains to be 
noticed, and it is this: 


“A balance in a bank is in practice 
just as truly money as a currency note, 
for it can be used at any moment to pay 
the owner’s debts or to buy things the 
owner wants.” 


This, of course, is true. Yet one can 
hardly escape the thought if we are not 
too much disposed, in these times, to 
confuse the representative of money with 
money itself. 

The authoritative source of this article, 
and its illuminating discussion of a never- 
ending but timely issue, justify the space 
given to it. 


PROPOSED NATIONALIZATION 
OF BANKING 


HAT a proposal for taking over 
the entire banking business of the 
country by the Government should 
emerge at this time is not in itself a 
matter for much surprise, seeing how 
far the Government has gone in assuming 
control in other directions. But the 
justification offered for such a proceed- 
ing is of very great interest. 
In an address before the People’s 
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Lobby, delivered at Washington, and re- 
ported in the New York Times, Senator 
Bronson M. Cutting of New Mexico, 
thus explained why banking should be 
a function of the Government: 


“For a year or more we have been en- 
gaged in currency manipulation. We 
have juggled with the currency and we 
shall no doubt continue to do so. The 
results have been small. The depression 
is still with us and it is doubtful if we 
can cope with it by any such methods. 

“The reason is that only a small part 
of our monetary system consists of cur- 
rency. 

“Much the greater part is made up 
of bank credit. Until the Government 
takes control of this most vital part of 
our financial system it is not going to 
break loose from the burden of debt 
which is weighing down the Govern- 
ment as well as the private citizen. 

“The bankers are collecting tribute 
from the community on the community’s 
credit. Bankers can issue credit at a 


profit to themselves of six to eight times 


the deposits which people make in their 
private banks. Commercial banking and 
issuing of credit should be exclusively a 
government function. Private financiers 
are not entitled to any profit on credit. 

“What does the Government do when 
it goes to the rescue of its needy and 
starving citizens? It floats loans through 
the banks. It pays interest to private 
organizations for the use of its own 
credit. The thing becomes still more 
preposterous when we realize that an 
enormous proportion of the relief ex- 
pended by the Government has gone to 
the aid of the great banking institutions. 

“So that actually the Government is 
getting itself into debt to the banks for 
the privilege of helping them to regain 
their stranglehold on the economic life 
of the country.” 


The Senator’s statement about bank- 
ing profits is far from being clear. Had 
he consulted the official reports, he could 
readily have ascertained the fact that 
banking profits, as a whole, are far from 
exhorbitant. They are, indeed, quite 
moderate. 
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Of course, the statement of the New 
Mexico Senator that he would introduce 
a bill to nationalize banking need not be 
taken too seriously. It nevertheless rep- 
resents a tendency of the times that can- 
not be ignored by the public as well as 
by bankers themselves. 

Many citizens who feel that they have 
been unjustly denied the banking credit 
to which they are entitled may pluck up 
courage should Senator Cutting’s con- 
templated bill ever be enacted into law. 
Then, if they are solid with their district 
leader, and always vote the straight 
ticket, their demand for loans will al- 
ways be smilingly met. 


HUMANITARIANISM AS THE 
BASIS OF EFFORT 


there is emerging a_ philosophy 

which would condemn profits as 
reprehensible and would substitute for 
them a desire to uplift humanity. This 
philosophy was implicit in a recent ad- 
dress of Hon. Robert F. Wagner, United 
States Senator from New York, who 


said: 


G tere emerain the New Deal 


“T have always insisted that until the 
social emphasis permeates industry, not 
even economic progress will be possible 
without an endless series of catastrophes. 
But I am equally certain that we shall 
never embrace ethical standards until 
we come to value them for their own 
sake, until humanitarianism is the basis 
and mainspring of all our efforts.” 


With the somewhat vague longing that 
social emphasis should permeate indus- 
try one may readily agree without as- 
senting to the view that humanitarianism 
must be the mainspring of all our efforts. 
This for the simple reason that it is ex- 
tremely difficult to imagine how the eco- 
nomic status of mankind is to be sub 
stantially advanced without something 
more tangible than a longing to benefit 
the race, however noble and inspiring 
such a desire may be. 

For industry to contribute anything of 
real human value it is essential that 
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profits be earned. The philanthropist 
will be powerless to contribute wealth 
for the general good unless he can amass 
that wealth out of the operations of his 
business; in short, out of profits. And 
without profit—the sale of product above 
the cost of raw materials, overhead, 
maintenance of plant equipment—wages 
cannot be paid. We have not yet ad- 
vanced to that halcyon era when work- 
men would be content to give their time 
and labor as a contribution to human- 
itarianism, whatever may be expected of 
the employer. 

Extortionate profit and the absorption 
of all or an undue share of it by the 
employer may be condemned. But even 
if government by taxation should take 
all profits for the common welfare, it 
could not take what did not exist. 

In this country many thousands of 
business concerns are operating at a loss. 
The attempt to support them probably 
entails a greater burden upon the public 
than arises from paying the profits of 
the successful concerns. 

That justice, kindness, even generosity, 
should permeate the conduct of industry 
is wisely and widely recognized. This 
spirit is one to be applauded. But even 
these beneficent motives, highly laudable 
in themselves, do not provide the cash 
with which to buy materials, to pay taxes 
and interest, to replenish plants and pay 
wages. For these necessary concomitants 
of-enterprise something more substantial 
is necessary, and that something is called 
profit. 

Legislation designed to curb undue 
profits, to require a more equitable dis- 
tribution of them, is one thing; a phi- 
losophy that represents profits as in- 
herently immoral, or that would destroy 
them altogether, is quite another. 

The prospect of an early and profit- 
able restoration of industry and trade 
would be an immense humanitarian gain, 
for it would relieve the distress incident 
to widespread unemployment. When 
men see the hope of profit in manufac- 
ture and trade, they will spring into 
action. Incidentally, they will thus ad- 
vance human welfare, though that may 
not be the mainspring of their efforts. 


605 


“Let us clear our minds of cant,” said 
the wise Doctor Johnson. And about 
humanitarianism there is much of cant 
in these times. 


AN APPROACHING POLITICAL 
CAMPAIGN 


HAT source of mental diversion 
which has long been a solace to 
harried bankers and other citizens 
will soon be available as a refuge from 
weightier cares. Reference is made to 
the campaign for the election of mem- 
bers of the House of Representatives and 
part of the members of the Senate in 
November next. Already rumblings of 
this campaign are beginning to disturb 
the circumambient air. For a long time 
it has been considered as extremely un- 
patriotic to express any opinion that 
would seem to reflect in the slightest de- 
gree upon the superlative wisdom of the 
party so overwhelmingly placed in 
power less than two years since. But 
this is no longer the case. Any citizen 
may mount a rostrum or soap box and 
declaim to his heart’s content of the real 
or alleged shortcomings of the Demo- 
cratic party. 

And the Republicans will have plenty 
to say. They will try to convince the 
voter that the Constitution has been 
destroyed; that campaign pledges have 
been disregarded; that industry has been 
put in a strait-jacket; that taxes have been 
multiplied; that the public debt has been 
increased to a dangerous extent; that the 
currency has been debased; that the Gov- 
ernment has broken faith with its credi- 
tors; that the efforts to help the farmer 
have been unavailing; that the cancella- 
tion of the air-mail contracts was unjust 

and so on. 

Even should the Democratic party ad- 
mit these impeachments, the reply would 
be made that they were all rendered un- 
avoidable by the perversity of their pred- 
ecessors in office. But very likely they 
will have something more to say in ap- 
pealing to voters. They will point to 
the practical ending of bank failures; 
to the measurable safety of depositors in 
banks; to a gradual reduction of unem- 
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ployment; to a considerable degree of 
business recovery; to important banking 
legislation; to measures designed to make 
investment safer; to a curb on stock- 
exchange speculation—and so on. 

Possibly, out of this mass of conflict- 
ing claims, the banker, like other citizens, 
may be able to distinguish the right from 
the wrong of the matter, and to cast his 
ballot accordingly. It is not the purpose 
of THE BANKERS MAGAZINE to attempt 
to render the voter any assistance what- 
ever in making his choice. 

But the probabilities of the coming 
campaign are not without interest. 
Should the President retain his present 
extraordinary personal popularity, this 
will be a strong asset to his party when 
the voters go to the polls in November. 
A continuation of business recovery will 
also work in favor of the continuance of 
Democratic control of Congress by a 
strong majority. 

The thumping majority given the 
Democratic party in the election of 1932 
was caused largely by the discontent pre- 
vailing at the time—the disposition of 
the people to charge up their plight to 
the party in power at any particular 
time when they encounter economic 
disaster. If things appear to be bright- 
ening from now until November, Demo- 
cratic victory may be expected; on the 
other hand, a slump would lessen the 
chances of that party. 

Republicans cannot have failed to 
notice some recent events of profound 
significance to their party. A few weeks 
ago the clearings of the Chicago banks 
were reported to be the largest since 
1932. A New York newspaper, about 
the same time, pointed out that general 
business activity had practically reached 
the figure of 1931. In both these years 
a Republican Administration was in 
power. 

The coming campaign promises to be of 
exceptional interest, for undoubtedly the 
present Administration has adopted some 
strange expedients in carrying out its 
policies. These will now be brought out 
into the open for full and free discus- 
sion. The result of such discussion 
should be clarifying. 


Our people are no doubt too much 
disposed to award both praise and blame 
to political parties and their policies, 
Especially in bad times they put the 
blame on whichever party happens to 
be in power, thus avoiding their own 
responsibilities. 

In its eighty-nine years of existence 
THE BANKERS MAGAZINE has witnessed 
many alternating rules of political 
parties. But the Republic has survived 
all these changes. 


ARE SOME BANKERS PAWN- 
BROKERS? 


HIS inquiry is prompted by a 

statement contained in an address 

by J. F. T. O'Connor, Comptroller 

of the Currency. Speaking at the fiftieth 

anniversary of the Texas Bankers Asso- 

ciation at Dallas, May 17, the Comp- 
troller said: 


“There is no doubt that many bank- 
ers—and I am speaking generally now— 
have been reluctant to make good loans. 
They have preferred, through timidity, 
to sit on the side lines and watch the 
struggle towards economic recovery 
without lending their resources and thus 
becoming a part of it. Such men are not 
bankers; they are pawnbrokers.” 


But if bankers of this type are pawn- 
brokers, as the Comptroller said, they 
are lending their resources nevertheless. 
The difference between them and the 
more liberal type of banker evidently in 
the Comptroller's mind is that they de- 
mand a pledge of security sufficient, in 
their opinion, to make the loan a good 
one. Are they to be stigmatized as 
““pawnbrokers” for insisting on thig re- 
quirement, in view of the uncertainties 
of the times? Bankers have been much 
criticized for making loans that were 
inadequately secured. Now they are 
blamed for exacting too much security. 

This whole question revolves around 
the alleged indisposition of the banks to 
lend freely when they have large excess 
reserves. It is contended by the banks 
that they are not refusing to make loans 
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meeting ordinarily sound requirements. 
They claim that there is a scarcity of 
demand for really sound loans. Mani- 
festly, the ideas of the banks and many 
would-be borrowers do not agree as to 
what constitutes a sound loan. But the 
final decision rests with the banker, who 
has to consider his obligation to de- 
positors. 

The Comptroller took advantage of 
this occasion to offer the following ad- 
ditional advice to bankers: 


“You, as bankers, have an important 
duty to perform. All of you must be 
determined at all times that your finan- 
cial institutions, particularly your banks, 
shall be conducted in such an efficient 
and honest manner as to bring credit to 
your beloved state. The time has passed 
—TI hope forever—when the careless or 
the incompetent banker can ‘get by.’ 
The banker must be a man of courage, 
of vision and of strength. It is not 


enough that he is not actively dishonest; 
he must be actively and aggressively 


honest. He must be looking—not to 
quick and sure profits—to the best in- 
terests of his community and his nation. 
He must be willing to make loans which 
will stimulate trade and industry, and 
thus make himself and his institution 
factors which promote the growth and 
prosperity of his locality. . . A 
banker should have the courage and the 
vision to see that this country is surely 
advancing; that loans made now on any 
reasonable basis will almost certainly be 
repaid, and that the foundation stones 
for success are almost invariably laid 
during times of depression.” 

That this is good advice is plain 
enough. “Quick and sure profits” are 
hardly compatible with sound banking, 
though the certainty of profits is far 
less reprehensible than an attempt to ac- 
quire them in a hurrry. “Get rich 
quick” is a poor policy for banks as 
well as for individuals. 

But by giving a fair degree of atten- 
tion to the profitable conduct of its busi- 
ness a bank will thus be sure of render- 
ing the greatest service to its commu- 
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nity. It will steer clear of speculation, 
will be cautious in its lending policy, 
and scrutinize its investments. Should 
it fail in these respects its profits will be 
impaired, and it will fail in giving to the 
community sound and efficient banking 
service. Over long periods, at least, the 
unprofitable bank is likely to turn out to 
be an unsafe bank. 

The real basis for all legitimate busi- 
ness consists in furnishing service to the 
public, and to this banking is no excep- 
tion. That a fair profit should be de- 
rived from this service is entirely rea- 
sonable. 


FAREWELL TO THE SMALL 
DEPOSITOR 


dressed “to the small depositors,” 

J. M. Nichols, president of the First 
National Bank of Englewood, Chicago, 
says: 


|: a somewhat impassioned letter, ad- 


“We regretfully announce that the 
small account must go. In order to 
maintain our institution on a sound and 
profitable basis, we are obliged to ask 
that those carrying savings accounts of 
$50 or less come in at once and get their 
money. 

“It is a nice state of affairs, isn’t it, 
when a small depositor is asked to leave? 
No one realizes this any more than we. 
It is just another example of what the 
‘little fellow’ may expect when a gov 
ernment goes into business. 


Mr. Nichols goes on in his letter to 
attribute delay in recovery to the head- 
long flight of capital and industry “be- 
fore a conflagration of professor-born 
socialistic ideas,” and to “political con- 
trol and interference.” 

This bank official is merely giving vent 
to the indignation felt by himself and 
by many bankers and other citizens re- 
specting the present tendency toward 
extreme governmental control, not only 
of banking, but of business of all kinds. 
It is a healthful sign to see at least one 
banker with the courage to voice his 
indignation, irrespective of its popular- 
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ity. The example of Mr. Nichols should 
be followed by other bankers who think 
as he does. For there is greater danger 
at present from a complaisant attitude 
regarding doubtful governmental experi- 
ments than from honest criticism of them. 

The considerations which, from a 
practical standpoint, have led the First 
National Bank of Englewood to ask its 
small depositors to close out their ac- 
counts are matters solely within the prov- 
ince of that institution. They are not 
here discussed. But should such a course 
become more or less general, of which 
there are some present indications, it 
would become a matter of great concern 
to the banks and to the public as well. 

The small depositor in any particular 
case is quite insignificant, as are the little 
drops of water and the little grains of 
sand, but their aggregate contributions 
to banking funds are by no means in- 
consequential. How small deposits may 


be handled with profit to the banks with- 
out imposing upon them what is eu- 
phoniously styled “a service charge,” re- 
mains an unsolved and perhaps an in- 


soluble problem. In the instance cited 
above the bank evidently parts with its 
small depositors regretfully. Probably, 
in many cases, the banks would be 
pleased at their going. 

The subject under consideration has 
been widely discussed, most of the views 
being furnished by the banks. It might 
be illuminating to hear more from the 
“small depositors” themselves. 


EXTENSION OF BRANCH BANK- 
ING IN THE STATE OF 
NEW YORK 


ITH the approval of Governor 
Lehman, the Stephens bill for 
the limited extension of branch 


banking in the State of New York be- 
comes a law. This measure divides the 
state into nine districts, and provides 
that banks located in the various dis- 
tricts may establish branches in places 
having no banking facilities. This limi- 
tation is extended to permit the purchase 
or merger of a bank already in existence. 
National banks in the state will have 
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like privileges with respect to the estab- 
lishment of branches. 

In his message approving the bill 
Governor Lehman said: 


“In this state there are one hundred 
and eighty-two communities without any 
banking facilities; half of this number 
previously enjoyed such facilities but in 
recent years their banks have been closed 
because of their unsound condition. This 
bill is the only means open to the people 
and commercial and business interests of 
those communities to obtain banking 
facilities. Many of them are in dire 
need of banking facilities. The lack of 
them has not only inconvenienced the 
people but has handicapped the trades- 
men and business men of the communi- 
ties. In large measure all the activities 
of those communities have been seriously 
curtailed.” 


Since branches can be set up only 
after approval by the Superintendent of 
Banking and a two-thirds affirmative 
vote of the State Banking Board, the law 
would seem to be sufficiently safeguarded. 

It will be seen that the principal in- 
centive to the enactment of this law was 
to provide banking facilities where they 
are now lacking and where there is not 
sufficient business to warrant the or’ 
ganization of independent unit banks. 
This, no doubt, will prove to be a con 
sideration influencing similar legislation 
in other states. 

While the situation to which Gov 
ernor Lehman refers justified the legisla 
tion to which he gave his approval, it 
will be seen that the law does not pro- 
vide for the kind of branch banking 
which the proponents of this system 
usually have in mind. The New York 
law, in effect, confers the branch priv 
ilege on comparatively small local banks, 
and does not extend it to the large city 
institutions. In the countries where 
simon-pure branch banking prevails it 
is confined, as a rule, to a small number 
of very large banks. This is especially 
true of the much-lauded banking systems 
of Great Britain and Canada. In the 
United States such granting of branch 
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privileges as has already occurred seeks 
to avoid the more or less monopolistic 
form adopted in other countries and 
against which much opposition exists 
here. 

It is commonly assumed that the real 
advantages of branch banking can be 
fully achieved only by confining the 
privilege of establishing branches to a 
few of the large banks. This claim rests 
on the following grounds, among others: 
the big banks have the superior strength 
afforded by their large capital equip- 
ment; they are in a position to employ 
the most capable management; by ex- 
tending their operations over a wide 
area, they secure a diversity in their 
loans and investments not possible when 
branches are limited within narrow 
boundaries. In enacting the law for 
branch banking the New York Legisla- 
ture disregarded these considerations. 
Its object, apparently, was to supply a 
means of furnishing banking facilities 
to communities in need of them, and 
which could be obtained only in the 
manner the new law provides. In doing 
so, the branch privilege was not ex- 
tended beyond present limits to the big 
banks in New York City, but was con- 
ferred upon the local banks. The ex- 
perience under the new law should 
throw much light on the branch bank- 
ing problem. 


NEW ARRANGEMENTS IN THE 


BANKING BUSINESS 


OME of the important provisions of 
the Banking Act of 1933 became 


operative on June 15, and they 
have necessitated important changes in 


banking relations. Chief of these pro- 
visions are those concerning the security 
afhliates of banks and those in reference 
to the carrying of deposits by firms en- 
gaged in underwriting and marketing 
securities. In anticipation of the taking 
effect of these provisions of the law, 
several banks have already given up their 
security afhliates and other banks were 
Preparing to do so on or before the time 


fixed. 
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When a bill of divorcement was 
written, severing the security afhliates 
from the bank, the inquiry was raised 
as to what would become of the children. 
It remains a pertinent quéstion. 

In some cases independent companies 
are being formed to assume the business 
relinquished by the banks. It is said that 
in other cases the securities held by the 
afhliates will be sold to banks. If this 
occurs a curious result will follow such 
action. When certain of the afhliates 
were organized by the banks, the action 
was taken because it was considered de- 
sirable to transfer to an investment con- 
cern securities which both in volume and 
kind were not deemed suitable to be 
held by the commercial banks. So if 
these securities are now sold to these 
institutions they will again be confronted 
by that difficulty. 

That the afhliation between the banks 
and their investment organizations had 
developed abuses, and that the forma- 
tion of banking subsidiaries had been 
greatly overworked, are facts clearly re- 
vealed by recent experience. 

It has been the opinion of many 
bankers that these abuses could have 
been cured by much less drastic legisla- 
tion than is provided in the Banking Act 
of 1933, but that is no longer a practical 
matter. The law exists, and compliance 
with it is mandatory. 

For the separation of underwriting 
and deposit banking, provided for in the 
law, it is difficult to find adequate justi- 
fication. Take well-known investment 
houses like J. P. Morgan & Co. and 
Kuhn, Loeb & Co. in New York—firms 
principally engaged in underwriting and 
marketing of securities, but also receiv- 
ing deposits. It is difficult to see why 


they should be asked to give up one 


form or the other of their business. In 
the receipt of deposits they were not 
serious competitors with any of the in- 
corporated banks, and the safety of their 
deposits has never been in question even 
during the severest panics. 

Probably the apparent justification for 
this measure is to be found in the desire 
to limit private banks in the same way 
as national barks are restricted. 
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Section 21 of the Banking Act of 
1933 makes it unlawful: 


For any person, firm, corporation, associa- 
tion, business trust, or other similar organiza- 
tion, engaged in the business of issuing, un- 
derwriting, or distributing, at wholesale or 
retail, or through syndicate participation, 
stocks, bonds, debentures, notes, or other 
securities, to engage at the same time to any 
extent whatever in the business of receiving 
deposits subject to check or the repayment 
upon presentation of a passbook, certificate 
of deposit, or other evidence of debt, or 
upon request of the depositor; or 

For any person, firm, corporation, associa- 
tion, business trust, or other similar organiza- 
tion, other than a financial institution or 
private banker subject to examination and 
regulation under state or Federal law, to en- 
gage to any extent whatever in the business 
of receiving deposits subject to check or to 
repayment upon presentation of a passbook, 
certificate of deposit, or other evidence of 
debt, or upon request of the depositor, unless 
such person, firm, corporation, association, 
business trust, or other similar organization 


Widow, 91, Fights 


Mrs. Mittie S. GARDNER of Atlantic City, 
91-year old widow of Representative John J. 
Gardner, has appealed to President Roosevelt 
to relieve her of an assessment of $200 on 
stock of a closed bank. This amount she is 
unable to pay because all of her savings were 
on deposit in the institution when it shut its 
doors. The text of Mrs. Gardner’s letter to 
the President follows: 
“I am appealing to you to correct a great 
injustice which had been done in your name. 
““My late husband, who was the Hon. John 
J. Gardner, Congressman from this district for 
more than twenty years, left me two shares 
of stock in the Union National Bank of At- 
lantic City. This bank was taken over by 
the Atlantic City National Bank. This bank 
was closed last year. In this bank I had all 
my savings, consisting of $13,000. Since the 
bank closed I have been unable to get any 
money from it and I am entirely dependent 
upon a pension from the Government, and 
this recently was cut 10 per cent. 
“Recently I was notified by Mr. Lawrence 
Slaughter, receiver for the bank, that I would 
have to pay $200 assessment on my stock. 
I do not have this money to pay. I cannot 
earn any because I am 91 years of age, and 
everything I have was lost in that same bank. 
“My daughter called on Mr. Slaughter to 
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shall submit to periodic examination by the 
Comptroller of the Currency or by the Fed- 
eral Reserve bank of the district and shall 
make and publish periodic reports of its con- 
dition, exhibiting in detail its resources and 
liabilities, such examination and reports to be 
made and published at the same times and 
in the same manner and with like effect and 
penalties as are now provided by law in re- 
spect of national banking associations trans- 
acting business in the same locality. 


As has been stated above, it is difficult 
to understand why firms engaged in the 
underwriting and sale of securities should 
be absolutely prohibited from receiving 
deposits. The requirement that all firms, 
corporations, etc., receiving deposits 
should submit to official examinations 
and make and publish reports is one 
widely favored. But investment dealers, 
even should they comply with this re- 
quirement, are not permitted to receive 
deposits. 


Bank Stock Levy 


ask that I be relieved of this assessment. This 
he refused to do. A friend of mine called 
to see Mr. Slaughter without my knowledge 
and asked him to withdraw the suit, explain- 
ing the circumstances. Mr. Slaughter agreed 
to do so if I would send him a sworn state- 
ment of my assets and liabilities and payment 
on my part of $50 costs. This friend after- 
ward told me about it and I refused to allow 
him to make the payment for me. 

“I cannot afford to pay the $50, and I 
am appealing to you for justice (not law) 
in this matter. All the legal notices I receive 
begin: “The President of the United States 
to Mittie S. Gardner, Greetings.’ I feel I 
should receive some consideration in view of 
the fact that, first, I am 91. years of age; 
secondly, my husband was a veteran of the 
Civil War and carried a bullet in his leg until 
his death and that he was responsible for two 
of the most important pieces of legislation 
enacted in his time—the postal saving and 
parcel post. Also that my father fought for 
his country in the War of 1812, and my 
grandfather and two great-grandfathers fought 
in the War of the Revolution. 

“Hoping you will see your way clear to see 
that justice is done, not only for me but for 
the hundreds of others who find themselves 
in the same condition, I am very truly yours.” 





Can Trust Companies Be Trusted? 


By J. BLAKE LowE 


HIRTY billion dollars! Approxi- 
mately one-tenth the entire wealth 
of the United States. This stag- 
gering sum represents the trust funds 
held for beneficiaries by banks and trust 
companies in this country. It is a monu- 
ment to the faith of the American people 
in their own fiduciary institutions. It is 
an expression of confidence in the eco- 
nomic principles of corporate trustee- 
ship. 

Four years of depression, however, 
begot four years of declining values. 
Beneficiaries under trusts were disap- 
pointed by shrinking income returns. In 
many instances losses caused real hard- 
ship and trust companies were inundated 
with a flood of destructive criticism. 

The American people were already 
bank conscious. Investigations, failures, 
the national moratorium, more investi- 
gations passed in review. Newspapers 
devoted columns to the status of our de- 
funct financial institutions. The “Mir- 
rors of Washington” were replaced by 
the “Mirrors of Wall Street.” Then a 
supercilious order of iconoclasts saw an 
opportunity. Isolated cases of mistaken 
judgment, negligence and sometimes 
fraud were the implements of attack. 
Shaken confidence and a few tainted 
dollars the reward. The result has been 
that the real status of trust funds has 
been forgotten by an uninformed and 
frequently misinformed public. 


FIDUCIARY INSTITUTIONS CAN BE 
TRUSTED 


What is a true picture of the situa- 


tion? Can trust companies be trusted? 
Have our fiduciary institutions lived up 
to traditions of conservatism? Can es- 
tates be protected in the future? The 
answer to these questions is “yes.” 
There are three ways by which trust 
funds can be and are safeguarded. When 
the testator or creator of a trust uses all 


three it is safe to say that the funds of 
an estate are as secure as it is humanly 
possible to make them. The ultimate in 
absolute safety, of course, has not and 
probably never will be reached. Through 
the trust company, however, there is a 
closer approach to it than through any 
other medium. These three sources of 
safety are: 

1. The laws of the state in which 
the trust is created. 

2. The trust company in which the 
funds will be placed. 

3. The nature of the agreement by 
which the trust is created. 

The first two deserve careful consid- 
eration. The third is unquestionably the 
most important. 


STATE LAWS FOR PROTECTION OF 
TRUST FUNDS 


Since state laws regarding trust funds 
are not all alike, and since trust com- 
panies differ in their policies, it is best 
to consider one trust company in one 
state in order to obtain a clear picture 
of the safeguards available for the pro- 
tection of beneficiaries. Therefore, con- 
sider the X. Y. Z. Trust Company in 
the state of Maryland. In Maryland 
the law says: 

“In all cases in which trust companies, 
whether appointed by court or other- 
wise, shall be acting as executor, trustee, 
or in any other fiduciary capacity, they 
shall be responsible for the losses of 
moneys or property received or held by 
them. Upon the dissolution of any trust 
company by legislature, court or other- 
wise, or in case of its insolvency, all 
debts or liabilities due in any of said 
fiduciary capacities shall be preferred in 
the distribution of the assets of such 
company to all other debts and liabili- 
ties of any nature whatsoever, including 
the salaries and wages of employes and 
other preferred debts and liabilities.” 
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In fourteen other states, trust funds 
are similarly protected by state law. 
Thirteen states make such funds a pre- 
ferred claim by court ruling and fifteen 
states require trust companies to set 
aside collateral for the protection of 
funds. 

The importance of such a law cannot 
be overemphasized. It practically closes 
up the one loophole by which uninvested 
trust funds can be lost through the dis- 
solution or insolvency of a trust com- 
pany. 

For the purpose of illustration, con- 
sider a practical case. In May, 1933, 
Mr. Brown created a life insurance 
trust agreement with the X. Y. Z. Trust 
Company. The insurance policies de- 
posited under this agreement amounted 
to $100,000. In June Mr. Brown died. 
The trust company collected the insur- 
ance proceeds and the trust committee 
invested $95,000 in securities. The re- 
maining $5000 was still in cash awaiting 
a favorable opportunity for investment. 
In August the X. Y. Z. Trust Company 
failed and was placed in the hands of 
the state bank commissioner. What was 
the status of these funds? 

In the first place, all invested trust 
funds were held in the vaults of the 
trust company and were segregated from 
any other assets. In other words, the 
$95,000 of invested funds was in no 
way affected by the defunct status of the 
X. Y. Z. Trust Company. These funds 
were just as safe as if Mr. Brown had 
rented a safe deposit box and had de- 
posited $95,000 of securities in it. But 
what about the $5000 which was still in 
cash? It has not been invested and con- 
sequently has not been segregated from 
other assets of the company. In accord- 
ance with the state law, the uninvested 
funds were a preferred claim on the 
assets of the X. Y. Z. Trust Company, 
taking precedence over all other liabili- 
ties, even coming ahead of the salaries 
and wages of employes. 

The importance of such a law can now 
be appreciated. Uninvested trust funds 
are a very small part of the funds of a 
bank doing a trust business. In the 
X. Y. Z. Trust Company uninvested 
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trust funds have never exceeded 11/, per 
cent. to 2 per cent. of the total deposits, 
A simple illustration will conclusively 
show the security of such funds. If the 
X. Y. Z. Trust Company had $50,000 
of deposits, and the uninvested trust 
funds amounted to as much as 2 per cent., 
it would be necessary for this company 
to fail so badly that it would be unable 
to pay $1,000,000. There has been no 
such failure during the four worst years 
of our financial history. 

The legal status of trust funds in the 
case of insolvency was best illustrated by 
the Bank of the United States in New 
York City. At the time of the failure, 
December 11, 1930, the trust department 
of this bank had $25,000,000 in col- 
lateral, $29,000,000 in corporate bonds, 
and $700,000 in cash. The bank’s clos- 
ing did not affect in any manner the 
execution, administration or safety of 
the funds of its fiduciary clients. In 
June, 1932, liquidation of the personal 
trust department was completed and no 
beneficiary, creator or any other party 
to a trust lost a cent of trust funds as a 
result of the bank’s closing. This is 
only one of the conspicuous and con- 
vincing cases on record. 

Hundreds of similar cases can be 
taken from the records of the past few 
years. Banks have failed. Depositors 
and stockholders lost a large part or all 
of their deposits or invested capital, but 
with few exceptions the personal trust 
assets involved were fully protected with 
no loss and little interruption of service 
to beneficiaries. 


SHRINKAGE OF INVESTMENT VALUES 


There has been, of course, a shrinkage 


of investment values. Trust companies 
are not wholly infallible and the values 
of most estates as well as everything else 
are lower today than a few years ago. 
On the cther hand, the record of trust 
companies stands in striking contrast to 
that of individual administration. For 
instance, in 1931, according to the Bu- 
reau of Internal Revenue, income from 
dividends and interest, that is, from in- 
terest generally, declined 24 per cent. 
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as compared with the previous year; in- 
come from trust investments, however, 
declined only 14 per cent. And this 
14 per cent. shrinkage included the “cats 
and dogs” that the trust companies so 
frequently receive as trustee—the in- 
heritance of many hopeless estates which 
trust committees are unable to salvage. 
Unfortunately, trust companies seldom 
begin their duties as trustee with estates 
composed of cash and high-grade securi- 
ties. 

On the one hand when the corporate 
trustee receives an estate containing 
many securities sold by an over-zealous 
salesman or purchased by a gullible 
testator, the investment committee must 
often pursue a policy of watchful wait- 
ing. In cases of this kind there are cer- 
tain to be losses and the trust company, 
through no fault of its own, is censored 
by disappointed beneficiaries and an un- 
informed public. On the other hand, 
when the corporate trustee receives cash 
or high-grade securities under a trust, it 
is in a position to start from scratch in- 
stead of under a severe handicap. A 
different story is told. The real value 
of experienced group judgment over in- 
dividual opinion is demonstrated. 

Two estates in which the X. Y. Z. 
Trust Company was named as trustee 
clearly illustrates this point. 

In June, 1932, this company received 
a small estate in cash. At that time the 
company invested these funds in securi- 
ties which cost $18,929.52 and which 
yielded an annual income of $835. To- 
day the securities in that estate are 
worth $19,477.50 and the annual in- 
come is still $835. There has been no 
loss of income and there is a 214 per 
cent. appreciation in principal. 

In June, 1932, this same company 
received as trustee an estate containing 
a very weak list of securities and com- 
posed largely of stocks. The value of 
the estate at the time it was received 
was $30,107, and the annual income 
was $1430. Today that estate is worth 
only $22,276.72 and the income has been 
reduced to $990.20. The estate, how- 
ever, is now on a sound and not a spec 
ulative basis. 


In the first estate the trust company 
was in a position to start from scratch. 
Income was maintained and there was 
a small appreciation in a soundly in- 
vested principal. In the second estate 
the corporate trustee was handicapped 
at the very beginning with a “cat and 
dog” inheritance. It was essential to 
sacrifice both a part of the principal 
and income in order to place the estate 
on a sound basis. 

There is another factor which some- 
times works against a trust company’s 
opportunities for careful management, 
namely, an unequipped or inexperienced 
individual co-trustee. Regardless of the 
individual’s experience, every change 
made in the investments of such a trust, 
every purchase and sale must be ap- 
proved by the personal co-trustee. Fre- 
quently the individual has little knowl- 
edge of investment values but is un- 
willing to be guided by the group judg- 
ment of the corporate trustee; or the 
personal trustee may be away on a vaca- 
tion, sick, busy, or otherwise not avail- 
able, and important decisions of pur- 
chase and sale must be delayed or 
perhaps passed over altogether. The 
public, however, seldom knows these 
problems which confront the investment 
committees of the average trust com- 
pany, and investment errors of omission 
are always laid at the door of the cor- 
porate trustee. It is responsible—though 
its hands are tied and its mouth closed. 

THE INVESTMENT POLICY 

All trust companies, of course, do not 
follow the same routine of operation in 
the selection and care of trust funds. 
The investment policy and procedure 
of the X. Y. Z. Trust Company, how- 
ever, offers a practical illustration. 

In the case of Mr. Brown, all funds 
must be invested in securities approved 
by a major trust committee. This com- 
mittee is composed of seven directors 
and meets monthly. It determines the 
general investment policy and approves 
specific securities for the investment of 
trust funds. 


The estate is then periodically re- 
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viewed by a sub-committee. The latter 
committee is composed of four officers 
and three directors. It meets weekly 
and reviews individual estates the same 
as a discount committee reviews loans. 
This committee watches the estate for 
investment changes, diversification and 
yield—a detailed work so essential to 
proper investment supervision. 

There is a separate ledger sheet for 
the estate of Mr. Brown which contains 
complete information about his estate. 
There is also a separate ledger sheet for 
each security held in his estate; conse- 
quently, when his estate is reviewed, 
the committee has at its finger-tips all 
the necessary information about his es- 
tate, the securities that are held in it 
and the report of the sub-committee 
when his estate was last reviewed. 

When a will is made or a trust 
created, it is well to know the protective 
laws of the state. It is also wise to 
select a competent corporate trustee. 
But more important than either is the 
nature and correctness of the agreement 


by which the trust is created. The great 
majority of defects, inefficiencies and in 
many instances actual losses can be at- 
tributed to carelessly prepared agree- 


ments. The creator of a trust has many 
additional safeguards which he can em- 
ploy if he is properly advised at the 
time his will or testamentary trust is 
created. It is not necessary for him to 
rely solely on either the law of his state 
or the trust company he has selected, 
nor is it necessary for his beneficiaries 
to follow the dictates of a corporate 
trustee. 

The trustee: may be limited in the 
scope of its investment powers regard- 
ing type, amount and diversification. If 
the policy of a particular trust company 
does not prevent it from purchasing 
securities from itself or its affiliates, such 
a preventive measure can be easily stated 
in the agreement. The best companies, 
of course, do not follow such a prac- 
tice. 

A spendthrift clause may be inserted 
to prevent beneficiaries from borrowing 
against anticipated funds and to protect 
these funds from their creditors. 
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One or more individuals may be ap- 
pointed as personal co-trustees to act 
with the corporate trustee—preferably 
individuals who have had business and 
investment experience and who will ac- 
tively counsel with the trust company in 
the administration of the estate. Al- 
ternate co-trustees may also be appointed 
to act in the event of the death of the 
ones first selected. 

The creator of a trust may grant to 
his adult beneficiaries or to his personal 
co-trustees the right to revoke the cor- 
porate trustee and to name another cor- 
porate trustee in its stead. In other 
words, if there are future unfavorable 
changes in the policy, personnel or man- 
agement of the trust company first 
selected, the beneficiaries under the trust 
are still protected. Such a clause in- 
serted in the trust agreement permits the 
revocation and substitution of the cor- 
porate trustee. 

The advantages to be gained by the 
application of such powers is obvious. 
A case was recently cited wherein a 
trust company invested in 1899 one-half 
of a trust fund in bonds of the United 
Railroad and Electric Company of Bal- 
timore, First Mortgage 4's to the extent 
of $345,000—an issue in which the com- 
pany had participated at a profit. In 
December, 1932, the trustees filed a 
petition to deposit these bonds with a 
protective committee formed to protect 
the bondholders, at which time the 
original investment was worth only 
$34,500. If this trust had contained 
any one of four provisions mentioned 
above, such an unfortunate result would 
have been impossible. In the first place, 
the trust company could not have in- 
vested in this security at all because of 
its personal interest in it; secondly, the 
trust company would not have been able 
to invest so large a percentage in any 
one security; thirdly, the consent of in- 
dividual co-trustees would have been re- 
quired, and finally, the corporate co- 
trustee could have been revoked, if 
necessary, and another appointed. 

The responsible corporate trustee has 
no axe to grind. It has no reason for 
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bias. Decisions are influenced only by 
facts. It receives a stipulated commis- 
sion—no more and no less. A respon- 
sible company does not make a profit 
from the purchase and sale of invest- 
ments for the trust department—even if 
it has securities for sale. If there is any 
question as to the policy of a trustee, a 
properly prepared trust agreement will 
safeguard the estate for the beneficiaries. 

Estate administration is highly tech- 
nical work. It is a business in itself. 
Few individuals make a complete study 
of it and equip themselves to do a thor- 
ough job. In making a will, a carefully 
prepared agreement for the conservation 


PROPOSED STATUE TO ALBERT 
GALLATIN 


A COMMITTEE of prominent New Yorkers 
under the chairmanship of James H. Perkins, 
chairman of the board of the National City 
Bank of New York, is at work to raise funds 
for the erection of a statue of Albert Galla- 
tin, Secretary of the Treasury from 1801 to 
1813, on the steps of the Treasury Building 
at Washington alongside of that of Alexander 
Hamilton. 

Mr. Perkins states that Congress has ap- 
propriated $100,000 for the site and $19,417 
has thus far been subscribed, leaving a balance 
of $5583 to complete the fund. J. E. Fraser, 
sculptor of the Hamilton statue, has been re- 
tained to execute the Gallatin Memorial. 


NEWHALL HEADS PENNSYLVANIA 
COMPANY 


C. §. NEWHALL, formerly executive vice- 
president of the Pennsylvania Company for 
Insurances on Lives and Granting Annuities, 
Philadelphia, was recently elected president 
at a meeting of the board of directors. He 
succeeds C. §. W. Packard who was elected 
chairman of the board and who, at his own 
tequest, retires as president of the company 
upon completion of 35 years of service, hav- 
ing been elécted to that office in 1899. Wm. 
Fulton Kurtz, vice-president,’ succeeds Mr. 
Newhall as executive vice-president. 


HEADS BAY STATE BANK CASHIERS 


JosepH B. Ross, cashier of the Wellesley 
National Bank, Wellesley, Mass., has been 
elected president of the National Bank Cash- 
iers’ Association of Massachusetts. 
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and protection of an estate is essential. 
The selection of a competent corporate 
trustee assures both. 

Thirty Billion Dollars! Approxi- 
mately one-tenth of our entire national 
wealth. The conservation of these funds 
was the tremendous task entrusted to 
trust companies during the four worst 
years of modern history. Steadfast 
adherence to the traditional principles 
of conservatism protected this sacred 
obligation. 

Can trust companies be trusted? 

The answer is already indelibly writ- 
ten into the remarkable record of 
achievement. 


PREVENTING BANK HOLD-UPS 


Gerorce P. Kiocxert of Brooklyn, N. Y., 
recently wrote a letter which was published 
in the New York Times making the follow- 
ing suggestion for combating the bank 
hold-up: 

“The continued holding up and looting of 
banks has become intolerable. In nearly every 
case the bandits have surprised and terrorized 
employes and depositors. The element of 
surprise, of course, is the chief reason for 
their success. No arming of clerks and in- 
stallation of police alarms have been able to 
check these depredations. 

“It will be observed that the defense of the 
banks against robbers has invariably been 
from the floor of the building. The sudden 
rush and threats of death to all defenders is 
effective, because the brigands are in imme’ 
diate touch with the employes and are in a 
position to make good their threats. 

“In order to put an end to these depreda- 
tions a new system of protection is necessary. 
Would it not be a good idea to shift the de- 
fensive measures from the floor to an eleva- 
tion, such as a ceiling or dome, where a com- 
plete view of the enclosure could be had? In 
other words, a lookout. 

“Let this lookout be a crack shot with a 
pistol. Let him be installed in a bullet-proof 
cage with peepholes. Near him a loud gong 
and police alarm should be provided. Even 
if he does not fire a shot the clanging of a 
gong should upset the plans of the bandits 
and perhaps give the employes .a chance to 
use ‘their guns. 

“In any case, there would be no more or- 
ders of the miscreants to defenders to lie on 
the floor and compelling of others to open 
safes.” 





Paid 
Or Unpaid? 


Your customer’s primary interest 
is in his problems, not in yours. 


Slack demand for commercial 
loans, excess reserve funds, no 
interest loss because of slow re- 
turns — these are factors that may 
lead to carelessness in handling 
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and be assured that your depos- 
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Service Charges Should Be Based 


on Costs 


Fair Practice in the Analysis of Customers’ Accounts Demands 


That Each Bank Know Its Own Costs 


By GILBERT BALKAM 
Manager, Department of New Business and Analysis, Quincy Trust Company, Quincy, Mass. 


HE cost of products or services, 
determined as accurately as pos- 


sible through the means of ap- 
proved accounting, is fundamental to 
the success of any business. If for any 
reason products or services are sold at 
prices inadequate to cover original cost, 
it is at least important that we should 
know the amount of the sacrifice we are 
making. 

Cost of production in different or- 
ganizations in the same line of business 
is bound to differ somewhat, as there are 
many factors that obviously cannot be 
identical. From the standpoint of good 
accounting, however, the essential thing 
is that the true cost shall be found in 
each and every case. 

Cost finding in the commercial de- 
partment of the bank in the form of 
analysis of customers’ accounts should 
not fall short either in method or ac- 
curacy of the recognized standard of 
good cost accounting practice. But the 
evident tendency to ignore this standard 
in the prominence recently given the 
proposed use of minimum item costs, in 
an endeavor to set up uniform analysis 
systems, is contrary to all principals of 
good accounting and of doubtful benefit 
to the bank or ta, its customers. 

There is nothing necessarily unfair, 
from the standpoint of fair practice, in 
that organization whose true cost is 
lower than its competitor, and the pub- 
lic is justly benefited through this efh- 
ciency in operation, provided the quality 
of service is comparable and a proper 
and reasonable profit above cost is 


realized. 
If minimum item costs are used, three 
serious errors are committed: 





First. If the actual item costs of a 
bank are below the minimum (which 
easily might be) there is an injustice 
done their customers, who are logically 
entitled to charges based on actual cost. 

Second. If the actual item costs are 
higher than the minimum, and the mini- 
mum rates are used, the bank is fooling 
itself, and falling short of the code re- 
quirement in failing to recover cost plus 
reasonable profit. 

Third. There would be a strong 
tendency for a bank, never having de- 
termined its own costs (and there are 
many of them) to neglect to do so and 
fall into line by using the minimum 
rates and form prescribed by its regional 
group. 

One of the great weaknesses of our 
banking situation is right along this line. 
We have been requiring most detailed 
statements from our borrowing custom- 
ers, showing besides assets and liabilities 
detailed or departmentalized profit and 
loss records. But how many of our banks 
can show similar statements of their 
own business? How many banks have 
actually known what their profit or loss 
has been in the commercial department? 

Limits placed on reserve deduction, 
rates of credit on earning funds and re- 
quired profit, in analysis are all right if 
logically set. We can work to such 
limits with justice to all. But the setting 
of minima on item costs is a direct viola- 
tion of good cost accounting practice and 
fails to accomplish in the main what it 
sets out to do, namely, to protect the 
bank in recovering actual cost plus 
agreed profit. 

From the standpoint of fair practice 
it is also erroneous in that any organiza- 
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tion is entitled to its own costs and should 
be free to pass on to the public any ad- 
vantage in the efficiency in operation 
which it has over its competitor without 
being charged with unfair competition. 


STANDARD FORMULA FOR DEVELOPMENT 
OF COSTS 


From my point of view the correct 
way to adjust this situation and the only 
way which harmonizes with good cost 
accounting practice is to standardize on 
a formula for the development of costs, 
require all banks to follow this formula, 
and hold the development of such costs 
open to the inspection of a clearing- 
house committee if required. 

There are two very sound reasons for 
the standard formula for developing 
costs: 

First. Each bank should know its 
own costs in order to intelligently oper- 
ate its commercial department and thus 
be assured that it is actually recovering 
its costs. 

Second. The factors vary so widely 
oftentimes among banks in the same 
group that the figures applying to one 
are obviously far from correct for the 
other. For instance, one bank may have 
a select list of a comparatively few large 
accounts with a limited volume of ac- 
tivity, while the neighboring bank has 
just the reverse—a very large number 
of accounts, many with small balances 
but a very much greater total volume of 
activity. In the former the item rates 
will necessarily be high compared with 
the latter, as the major factor in deter- 
mining item costs is the volume of ac- 
tivity. 

Again, one bank may have a very 
much higher rent or occupancy cost than 
another, and its investment in equip- 
ment, perhaps determined by its methods 
of operation, may be much greater. 
Every bank, like every person, repre- 
sents an individual picture, and item 
costs should accurately portray the fea- 
tures of that picture. 

Objections may be raised that this will 
put a good deal of burden on the banks, 
especially the small bank, but isn’t it an 


essential burden, in keeping with sound 
banking, that ought to be borne? What 
would we think of a borrowing cus- 
tomer who couldn’t tell whether he was 
making or losing money in a major de- 
partment of his business? 

The development of costs is not so 
dificult, especially with a standard 
formula to work to. It takes some time, 
to be sure, but if we are to have sound 
banking we must know our own true 
costs. 

Measuring the success of a bank on 
the blanket profits of that bank as a 
whole is one of the errors that have led 
us so far astray in needless and unwar- 
ranted free services in our commercial 
departments in the past. Now that we 
have discovered this fact no half-way 
measures should be accepted as adequate, 
but good accounting principles, on 
which the bank is supposed to base its 
reputation, should be applied in the cost- 
finding process. 

For banks that have not already in- 
stalled analysis charges, it will greatly 
reduce sales resistance in introducing 
them through the assurance that can be 
given customers that the charges are 
based on actual costs in your bank 
rather than the weak admission that 
they are calculated on the minimum 
rates set by your clearing-house associa: 
tion. 

The essence of fair practice does not 
consist of standardizing costs or setting 
minima, but rather of standardizing the 
methods by which costs are developed. 

If we are all working on a similar 
plan, true to the costs of our own in: 
stitutions, loyal to competitors in our in 
sistence that our analysis of accounts is 
applicable to customers of our own bank 
only, but not a tool to be used to secure 
business from a neighbor, then we will 
have competition that is fair so far as 
costs are concerned. But to work with 
figures that are anything else than our 
own true costs is to deccive ourselves, 
defeat the purpose of the code, disre- 
gard the principles prevailing in every 
other line of business and violate the 
fundamental rules of good cost account: 


ing. 
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Bankers should know their own costs. 
If they are high compared with other 
similar banks they should strive to re- 
duce them. If they are low, reflecting 
high efficiency in operation, they should 


be permitted to pass them on for the ad- 
vantage of their customers. 

Clean competition does not demand 
the violation of good cost accounting 
principles. 


“Little Stories of Success in Banking” 


Tony, the Janitor, Takes Over the Blank National and Likes It 


RITING in the “No Protest” 

\X department of the Philadelphia 

Chaptergram, Jos. J. Braceland 
contributes the following “success” story 
which should amuse and instruct bank- 
ers generally: 

It was in the darkest days of 1932. 
The president of the Blank National 
Bank rose and addressed his board of 
directors. 

“Gentlemen, affairs have reached a 
crisis. This institution has been taking 
a terrible pounding. To use the ver- 
nacular of the prize ring, we are punch- 
drunk. The wolf is at the door helping 
to keep the depositors in line. If things 
do not improve in the near future the 
old ship is going down with flags flying 
and the band playing a hymn. 

“Now, then, gentlemen, this group 
owns a majority of the capital stock of 
this bank and all of this stock contains 
a double liability clause. This means 
that should we be forced to close because 
of insolvency, the Government will step 


in and slap an Irish dividend on us for 
the full amount of our holdings. 

“Personally, I am not in a position to 
pay any assessments and I have gotten 
out from under by transferring my stock 
to Tony, the bank’s janitor, until times 
improve. If you so desire, I will make 
a similar transfer for each of you and 
it will only be necessary for you to re- 
tain the ten shares which the law re- 
quires each director to own.” 

The next day Tony went about his 
sweeping with a dignified air as befitted 
the principal stockholder of the bank. 

Came the bank holiday and immedi- 
ately thereafter things began to improve 
so much that the president approached 
Tony with a view to retransferring the 
stock to its original owners. Tony just 
couldn’t see it that way. He liked own- 
ing a controlling share of the bank’s 
stock. An argument ensued and as a 
result Tony was forced to fire the presi- 
dent and elect himself to the job. 

He had a terrible time at first learn- 
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ing which end of a French ‘phone to 
talk into, and to keep from pressing 
the burglar alarm when he only wanted 
to make a luncheon date with his secre- 
tary. But aside from such petty irrita- 
tions he enjoyed the job thoroughly. 
The board of directors were a bit 
huffy about him smoking a corncob pipe 
in the bank and some of them objected 
to his presiding at board meetings with 
his feet on the table; but they got back 


The Bank Credit Man 


RITING in The California 

\ x / Banker for May, Leo G. Titus, 

assistant cashier of the Ameri- 

can Trust Company, Berkeley, Calif., 

gives a graphic account of the conflict- 

ing problems and responsibilities with 

which the banker of today is faced—and 

especially the credit manager who is re- 

sponsible for making his bank’s loans. 
Mr. Titus says in part: 


The banker of today finds himself faced 
with a many-sided problem. He has on hand 
a much larger volume of idle funds than ever 
before. Former borrowing customers are di- 
vided into two classes; first, those who are 
still solvent and to whom the banker would 
be glad to lend money. Many of these are, 
because of the uncertainties of political and 
economic conditions, reluctant to obligate 
themselves. Second, those who have been 
weakened financially by continued years of 
losses and who are no longer eligible to re- 
ceive credit regardless of how badly they may 
need it. 

He is faced on another side by an ever- 
present expense account and_ constantly 
dwindling gross income from which expenses 
can be paid. He has always in mind and 
sight a group of reproachful stockholders, in- 
quiring when dividends may be resumed; and 
finally, the hostile criticism of those who be- 
lieve that the banker should forget the fun- 
damental principles of good banking and try 
to end the depression by lending money gen- 
erously to those whose only claim for con- 
sideration is that they need credit badly. 

The fundamental principles of credit are 
comparatively simple. Bank credit should be 
extended to provide temporary working capi- 
tal in business and industry; to finance the 
production and distribution of consumption 
goods; in other words, for undertakings of 


THE BANKERS MAGAZINE 


into line when he threatened to import 
a new board of directors from Italy. He 
is very busy at present working on a 
biographic sketch for the American 
Magazine and he spends a lot of time 
trying to correct some very glaring 
faults in his golf game; but he always 
has time to stop and offer a word of 
encouragement to any of the bank's 
clerks who are working their way up 


the ladder. 


Faces Many Problems 


a strictly self-liquidating nature, and should 
be based on the familiar three C’s, character, 
capacity and capital. 

Unusual conditions have made necessary 
credit facilities under the auspices of the 
Federal Government, beginning with the Re 
construction Finance Corporation and _ the 
various agricultural credit agencies, and in- 
cluding the Home Loan Bank and Home 
Owners’ Loan Corporation. Many people 
believe that these agencies have been pro- 
vided by our National Government because 
the banks have failed in performing their 
functions. This idea is entirely wrong, as 
these agencies provide forms of credit that 
should never be extended by banks whose 
funds are derived principally from deposits, 
even under the most favorable economic con- 
ditions. These Federal agencies, therefore, 
supplement and strengthen our existing bank- 
ing system. 

The banker is willing and anxious to ex- 
tend credit and is impelled by the conditions 
of his business to do so. He must give first 
consideration to the safety of the funds en- 
trusted to him. He must be guided by fun- 
damental banking principles, and remain deaf 
to the harsh and unjust criticism of those 
who do not understand the responsibilities 
of the banker. 


—@— 


CLEVELAND TRUST RESTORES PAY 
CUTS 


Emp.oyees of the Cleveland Trust Company 
found their pay envelopes back to pre 
depression levels as of May 1. About half of 
the 1600 on the payroll were effected by the 
raises which restored the cuts of 5 and 10 
per cent. made in February, 1932, to em’ 
ployees drawing $100 a month or over. Per: 
sons who went on the payroll after that date 
did not get the increase. The increases 
announced did not apply to officials. 





The Investment Counselor 


His Qualifications and Functions 


By Burton A. MILLER 
Of Scudder, Stevens & Clark, Investment Counsel 


S must be true of any rapidly- 

growing business, investment 

counsel occupies a position of 
steadily-increasing importance because it 
meets a positive need. The need is for 
strictly impartial investment advice— 
from sources capable of bringing both 
broader experience and more complete 
information to bear on the investment 
problem than is possible for an individ- 
ual acting in his own behalf. Invest- 
ment counsel answers this need by pro- 
viding a medium through which inves- 
tors, in effect, co-operate for the solu- 
tion of their problems. By bringing the 
security holdings of many individuals 
under the supervision of one firm, sub- 
stantial funds are raised for the employ- 
ment of experienced personnel and the 
undertaking of extensive research with- 
out charging fees representing more than 
a small proportion of each client’s prin- 
cipal. By the payment of a few hun- 
dred dollars in fee, an investor with 
$100,000 can have at his command 
facilities which cost several times his 
total capital each year. 

As must also be true of any rapidly- 
growing field, investment counsel has 
come to include certain interests which 
do not measure up to the standards of 
the profession. Extravagant claims of 
performance are by no means unknown. 
What is more disquieting, there have 
been promises of future return on cap- 
ital at a rate which no experienced in- 
vestor would hope to achieve. 


RAPID INCREASE IN THE NUMBER OF 
INVESTMENT COUNSEL FIRMS 

In seeking the explanation for such 

competitive tactics, it is probably un- 

necessary to look beyond the fact that 

the number of firms in the business has 

increased at an astounding rate during 


the past few years. Indeed, the editors 
of “Stock Market Control,” a research 
study recently prepared by the Security 
Markets Survey Staff of the Twentieth 
Century Fund, have estimated that the 
number of investment counsel firms has 
grown from about twenty in 1928 to 
around three thousand at the present 
time. Many of these organizations have 
been formed by individuals who lost 
their means of livelihood in other types 
of financial work during the depression 
and who have turned to investment 
counsel in an effort to re-establish them- 
selves. They have often had to start 
with no record of proven merit back of 
them and in many cases probably with- 
out adequate resources. Their need for 
an increased clientele has been urgent. 
Under the circumstances, a recourse to 
spectacular forms of advertising has not 
been surprising. 

Unfortunately, such tactics may, at 
least temporarily, stimulate business 
more effectively than one would at first 
be led to expect. Two circumstances in 
particular account for this fact. In the 
first place, investment counsel is of 
necessity strictly personal and confiden- 
tial, so that few published records are 
available as a standard by which to 
gauge the plausibility of claims ad- 
vanced. Beyond the personal knowledge 
of people well grounded in investment 
experience, there is no certainty that 
claims of this nature will not be ful- 
filled. In the second place, reflecting 
the highly personalized character of the 
work, representative investment coun- 
selors, like members of the legal and 
medical professions, use only the most 
restrained, if any, advertising. Efforts 
toward the dramatic invariably arouse 
attention, if for no other reason because 
they are so rare. 
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It is safe to say that firms whose as- 
sertions are of the more extravagant 
type will either be much more conserva- 
tive in practice than their advertising 
would indicate or else will produce such 
disastrous results that their sojourn in 
the business will necessarily be transient. 


PRESERVATION OF CAPITAL FIRST 
CONCERN 


The first concern of sound investment 
is not profits but preservation of exist- 
ing capital. Legitimate investment 
counsel will exercise its abilities to the 
utmost in order to protect the dollar 
value and purchasing power of capital 
and, within the limits dictated by safety, 
will seek attainment of secondary goals, 
such as appreciation and a fair rate of 
income, according to the individual in- 
vestor’s specific needs and desires. At 
no time, however, should a compromise 
with safety be tolerated. 


VARIOUS REQUIREMENTS OF SUCCESSFUL 
INVESTING 


Under fortunate circumstances a 
banker may load his portfolio with sec- 
ond-grade loans and securities and tem- 
porarily be able, as a result, to report 
large earnings to his stockholders. But 
if he is a sound banker, with due regard 
for the safety of his depositors’ money 
and the permanence of his institution, 
profits obtained in this manner will 
offer no inducement. The risk is too 
great. By the same taken, a conserva- 
tive investor recognizes that temporary 
large profits obtained at the expense of 
safety are in the long run invariably 
fictitious, leading only to costly impair- 
ment of capital. When an alluring 
picture of potential investment profits 
is painted, the investor will do well to 
remember that the policies which would 
make their achievement possible are the 
same policies which inevitably entail the 
risk of heavy loss. 

If adherence to conservative principles 
were the only requirement of successful 
investment, the problem would be com- 
paratively simply. In itself, however, 


conservatism never has been and never 
can be an adequate assurance of satis- 
factory results. Using only the in- 
trinsically highest grade and most sea- 
soned securities, it is still possible that 
the results achieved will be distinctly 
poor. The strongest of bonds offer no 
protection against a period of rising 
prices and living costs, for the fixed- 
dollar income which they afford is stead- 
ily reduced in terms of the goods and 
services it will buy. During an opposite 
trend, marked by business and price 
recession, it is equally disadvantageous 
to maintain an unduly large participa- 
tion in business and property through 
common stocks. 

It is not enough, furthermore, to 
recognize the limitations of the broad 
classes of investment under varying 
conditions. Within each class—and 
especially is this true of common stocks 
—results will vary to a remarkable ex- 
tent by industries and individual com: 
panies. After a generation of proven 
economic profitableness, traction com- 
panies at the beginning of the World 
War were just preparing for a perma: 
nent decline. The textile, shipping and 
coal industries failed almost completely 
to share in the unprecedented prosperity 
following the 1921 depression. To take 
a more recent example, most public 
utilities have not participated in the 
business recovery of the past year, their 
earnings instead continuing to decline. 
From the abnormally depressed levels of 
the banking holiday the Dow-Jones 
average of public utility stocks did in 
crease 18 per cent. to April 1, 1934, 
but, during this same period, both the 
industrial and railroad averages—reflect- 
ing the much better earnings perform: 
ance of the companies represented— 
almost doubled. In terms of relative 
investment accomplishment, the investor 
who had any large proportion of cap: 
ital in public utility stocks suffered a 
definite impairment of position. His 
appreciation, moreover, failed to keep 
pace with rising commodity prices. In 
the period mentioned even the Bureau 
of Labor Statistics index, one of the 
most sluggish, advanced 22 per cent., 
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while Moody’s more sensitive index of 
raw materials increased some 72 per 
cent. 

Wide individual variations will con- 
tinue to mark both the uptrends and 
the downtrends in business volume, 
earning power, and _ security prices. 
What, then, will best assure ability to 
keep an investment fund in line with 
developments? The recommendations 
from a firm proceeding largely on guess- 
work may look fully as plausible as those 
from an organization whose advice is 
based upon wide experience and sound 
and adequate evidence. The proof, of 
course, will come in the results over a 
period of time. But one can _ hardly 
blame the investor for hesitating to risk 
his capital without some basis before- 
hand of judging whether the qualifica- 
tions offered and the policies followed 
are those most likely to produce the de- 
sired results. 

Of the two essentials to be consid- 
ered, the hardest to measure is the 
quality of judgment offered. 


An inde- 


pendent check through outside sources 


can be of help in learning the general 
reputation of a firm. Beyond this, the 
most significant factors are ample as- 
surance that policies are guided by the 
underlying objective of safety and evi- 
dence that broad experience can be 
brought to bear upon the problem. It 
goes without saying that men who have 
come to grips with the task of investing 
capital over a long period of years and 
through a wide variety of conditions 
will not be wholly unprepared to meet 
future contingencies. 

The second and equally significant 
qualification is the facilities for distilling 
essential information on which judgment 
can operate. Inspiration for investment 
decisions does not come from above. A 
great deal of digging for pertinent data 
is essential. 

This process of investment analysis 
has become known as research. The 
term, however, has been so much abused 
that it is now used to describe anything 
from purely statistical work of the most 
superficial sort to really comprehensive 
studies of comparative investment val- 
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ues. Indeed, research as such is con- 
sidered relatively unimportant by some 
firms. The fact remains nevertheless 
that, whatever decisions are reached, 
adequate information to support these 
decisions—regardless of the exact pro- 
cedure used :n obtaining the informa- 
tion—must be available. 

DISTINCT PHASES OF 

ANALYSIS 


INVESTMENT 


There are three distinct phases of in- 
vestment analysis and, before an intelli- 
gent program can be worked out, each 
of these must consciously or uncon- 
sciously be dealt with. First of all, to 
insure that the work is consistent, re- 
search on individual situations must be 
related to some definite estimate of the 
general trend in prospect. In arriving 
at such an estimate, not only broad 
economic studies but also outside con- 
tacts, the sum total of statistical in- 
formation available, and the considered 
judgment of the best qualified members 
of the organization must be drawn upon. 
There are few who will profess ability 
to forecast the exact turns in a business 
cycle and, from the experience of most 
of these people to date, it is apparent 
that more has been lost than gained by 
the attempt to refine judgment to this 
extent. What one can hope to accom- 
plish with reasonable success, however, 
is an early recognition of a trend when 
it does appear and the development of 
proficiency in taking advantage of this 
trend through the choice of specific in- 
vestments to own for its duration. 

As the relative showing of utilities 
during the past year suggests, the wise 
choice of individual securities will have 
a most important bearing on the results 
achieved. In making this choice there 
are no ready-made clues available. To 
be sure, a great variety of general 
statistical information is published by 
numerous financial services. They meet 
an essential need and are _ naturally 
utilized by most people concerned with 
investment analysis. The information 
which they furnish, however, can be 
considered only as a starting point. It 
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is not a complete picture even of past 
or current operations. In itself, more- 
over, it offers no guide either as to prob- 
able future developments or as to the 
relative worth of an investment at a 
specific price. 

To supplement the published informa- 
tion about a company, data obtained in 
this manner should be interpreted in 
the light of information gained through 
personal contacts, both with the com- 
pany management itself and with the 
management of other companies in the 
same industry. No qualified banker 
would extend a loan without having first 
satisfied himself as to the personal in- 
tegrity and capability of the borrower. 
There is every reason why an individual 
making more permanent investment of 
capital in a situation should demand the 
same safeguard. 

But to know the structure of a com- 
pany, the strength of its position in an 
industry, and the potentiality of the in- 
dustry as a whole under varying condi- 
tions is still not enough. The crucial 
point, as mentioned earlier, is the rela- 
tive desirability of a particular security 
at a specific price. There must, there- 
fore, finally be a quantitative measure, 
not alone of past and current but, most 
essential of all, of prospective results— 
and in terms of actual dollar earning 
power and balance-sheet performance. 
Only with this step can there be an 
intelligent basis for making selections 
at any one time from among the in- 
finite variety of investments available. 

The task is tremendous and it would 
be overoptimistic to assume that any- 
thing approaching perfection, either in 
fact-finding ability or in the quality of 
judgment based on these facts, will ever 
be achieved. To say that the problem 
is difficult, however, in no way alters 
the fact that it exists. Regardless of a 
firm’s attitude toward research, its 
recommendations—whatever they may 
be—are no more and no less than de- 
cisions on questions of the type de- 
scribed, questions which are inherent in 
the very nature of investment analysis. 
One approach to their answer is orderly 


and organized research. The alternative 
is haphazard guesswork. 

Under prevailing conditions the de- 
mands upon those responsible for the 
investment of capital are particularly 
exacting. Even in a more normal busi- 
ness cycle, the range of vision toward 
future developments is limited and 
faulty. Under the Government-spon- 
sored recovery, foresight is further re- 
stricted by the frequent application of 
artificial forces which require constant 
modification of former standards of 
measurement. Government action has 
impaired, and in specific cases will un- 
doubtedly continue to impair, earning 
power in some lines of business which 
would otherwise be keeping pace with 
the general trend. 

At the same time recovery 
accelerated elsewhere. 


is being 


PROTECTION OF PURCHASING POWER 

The question of protecting purchas- 
ing power has also attained an abnormal 
significance for, through its monetary 
and credit policies, the Government has 
in its hands an unparalleled amount of 
power with which to influence the level 
of commodity prices and living costs. 
Paradoxically enough, it also has the 
power to set in motion price-raising 
forces which could subsequently go be- 
yond even Government control. To 
whatever extent the force of these mone’ 
tary measures is felt, the relative desir’ 
ability of fixed-dollar investments, on the 
one hand, and common stocks and other 
property investments, on the other, will 
correspondingly be influenced. Finally, 
and by no means least significant, is the 
apparent effort to establish as permanent 
the thesis that increased Federal con- 
trol over the business structure is neces’ 
sary. Should this effort prove success’ 
ful, it can only mean that any forecast 
of economic developments based on 
ordinary economic implications will in 
evitably be subject to an increased mar’ 
gin of error. The already heightened 
premium upon alertness gives evidence 
of ascending still higher. 











COMPLICATED CHARACTER OF PROBLEMS 
CONFRONTING INVESTORS 


It is hard to understand how anyone, 
in the face of existing conditions and 
prospects, could have the temerity to 
make glib assertions as to the invest- 
ment results which can be produced in 
the future. Where such promises are 
made, one will do best to accept them 
not at their face value but in relation to 
the conclusions which conservatism and 
experience would support. What should 


WAIBEL HEADS CHICAGO 
ADVERTISERS 


J. K. Ware, of the Continental Illinois 
National Bank and Trust Company, Chicago, 
has been elected president of the Chicago 


Financial Advertisers. Paul Pullen of the 
Chicago Title and Trust Company was 
elected vice-president; Ruth Gates, State 


Bank and Trust Company of Evanston, sec- 
retary, and Ray Bauder of Bauder-Baker, 
treasurer. 

The directors elected were: J. M. Easton, 
The Northern Trust Company; Charles Frye, 
Chicago Journal of Commerce; Chester Price, 
City National Bank and Trust Company; 
Guy W. Cooke, First National Bank of Chi- 
cago, and Rufus Jeffris, Harris Trust and 
Savings Bank. 


BROCK TO HEAD MEXICAN 
CHAMBER OF COMMERCE 


HERMAN G. Brock, vice-president of the 
Guaranty Trust Company of New York in 
charge of Latin-American business, has been 
elected president of the Mexican Chamber 
of Commerce of the United States at the an- 
nual meeting held last month in New York. 
Honorary presidents elected at the same 
meeting were Enrique D. Ruiz, consul general 
of Mexico, and Charles B. Williams, Under- 
wood-Elliott Fisher Company. Mr. Brock 
has long been active in Latin-American busi- 
ness relationships. 


BOOTH HEADS NEW ENGLAND 
FINANCIAL ADVERTISERS 


Over one hundred and fifty members and 
guests attended the annual inauguration of 
officers of the Financial Advertisers Associa- 
tion of New England which was held May 
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impress is not the most ambitious claim 
to ability but the clearest evidences of 
ability—adherence to the policies and 
procedure which afford the best guar- 
anty that capital will be supervised effi- 
ciently and without exposing it to undue 
risk. Never before have the problems 
confronting investors been more com- 
plicated. Because of this fact, the op- 
portunity for well qualified investment 
counsel to be of service in the protec- 
tion of capital has never been greater. 


23. Lothrop Withington was the guest 
speaker and spoke on the stock exchange 
regulation bills. 

Roy H. Booth, Jr., of the National Shaw- 
mut Bank of Boston was installed as the 
association’s new president. Other officers in- 
stalled were: Vice-presidents, Rex. T. Cran- 
dall, Webster and Atlas National Bank, 
Boston; Stanley E. Clark, Estabrok & Co., 
Boston; Edward F. Messinger, Merchants 
National Bank, Boston; Secretary, Henry I. 
Hewitt, J. @ W. Seligman & Co.; Treasurer, 


Lindley S. Bond, Home Savings Bank, 
Boston. 
The directors of the association include: 


Ralph M. Eastman, Charles W. Earle, L. W. 
Munro, Mark A. Hanna, Frank L. Torney, 
John H. Wells, Gilbert E. Woods, Joseph 
F. Moriarty and George Wilshire. 


IMPROVING BANKING 
MANNERS 


WRITING in the April Bulletin of the Ameri- 
can Institute of Banking, I. I. Sperling, 
assistant vice-president, Cleveland Trust Com- 
pany, tells of the success of that company’s 
course in “constructive customer relations.” 
The course placed emphasis upon the man- 
ner in which banking operations are per- 
formed, not only as between customer and 
banker, but among bank employes as well. 
The Cleveland Trust Company divided 1000 
contact employes into twelve groups in 
which not only questions on the textbook 
(issued by the American Bankers Associa- 
tion) were discussed, but special discussions 
comparing the American and foreign bank- 
ing systems and explaining the Federal Re- 
serve System were given consideration. Dra- 
matic presentations depicted the correct and 
incorrect ways of dealing with familiar con- 
tact problems and illustrated general prin- 
ciples of cheerfuness, courtesy, tact and good 
listening qualities. 











Progress Towards Recovery 


By Francis M. Law 


President, American Bankers Association; President, First National Bank, Houston, Texas 


HE progress of recovery in this 

country, evidence of which is seen 

on all sides, is in no small part 
due to the fact that once again men and 
women with courage and determination 
are attacking their problems and plan- 
ning for the future. With redoubled 
energy and renewed faith they are be- 
ginning to engage in their various under- 
takings; whereas only a_ few short 
months ago they were encompassed by 
an atmosphere of discouragement, if not 
despair. 

The surest proof that recovery is well 
under way is seen in the fact that criti- 
cism and complaint from many quarters 
is being heard. When the patient was 
very sick he obeyed orders quietly and 
without question. Now that he is con- 


valescing and unafraid he is asserting 


himself and offering resistance when- 
ever the treatment proves irksome. 
When that phase of recovery is reached 
the doctor tells you that the patient is 
getting well. 


SOUNDNESS OF THE BANKING 
STRUCTURE 


It is a most fortunate fact that the 
banking structure of the country has 
been strengthened to the point where 
failures and runs should be practically 
a thing of the past. This strengthening 
process will continue until every bank 
is put in condition to perform properly 
its functions. 

At the present time there are forty- 
nine different banking laws in the coun- 
try—a law governing national banks and 
a different law for each of the forty- 
eight states having supervision over 
banks. While the banking situation is 
now such as to inspire confidence, there 
is still one major step that remains to be 
taken. I refer to the need for a com- 
plete recodification of the country’s 


Condensed from a recent address. 
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banking laws. An able, non-partisan 
commission might well be appointed to 
make a complete study and survey of 
the entire banking structure. America 
can and should have the best banking 
system in the world—one which will 
have for its major premise the happiness 
and welfare of the entire people. In 
such a system there would be no place 
for greed or selfishness. 

The public can help in promoting 
sound banking in this country by ac 
quiring a better understanding as to the 
true functions of banks. Public opin- 
ion should approve and demand con- 
servative banking. There are over fifty- 
five million bank accounts in the coun- 
try and these customers of banks should 
make it their business to know some- 
thing of the management of the bank 
to which they intrust their business. 


PRIME IMPORTANCE OF GOOD 
MANAGEMENT 


The most important requisite of good 
banking is good management. The 
American Bankers Association has been 
active for many years training young 
men and women in order that they may 
be duly qualified to properly conduct 
the business of banking. Standard 
courses are furnished with able and ex- 
perienced teachers. This work is done 
under the direction of the American 
Institute of Banking Section of the 
American Bankers Association. Hun 
dreds of chapters are in active operation 
throughout the country and thousands 
of the younger generation of bankers 
are being graduated each year. These 
students are taught not only banking 
practices and policies, but they are also 
well grounded in the highest ideals and 
standards of business ethics. An inter’ 
esting proposal which is now under con- 
sideration is to establish a great central 
school, which will offer advanced or 
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graduate work to a selective list taken 
trom those who have completed the 
standard courses. 

The time may be coming when a 
banker will have to qualify through a 
thorough course of training before he 
is permitted to exercise the functions of 
banking. There is an increasing demand 
that he be trained properly as is the 
doctor and lawyer. The lesson should 
be impressed that the banker's duties 
and responsibilities are: first, to deposi- 
tors; second, to stockholders, and third, 
to the public. 


GOVERNMENT AID TO BANKS 


The Government, in its recovery pro- 
gram, has financed the Reconstruction 
Finance Corporation. From this source 
several thousands banks have borrowed 
about one billion five hundred million 
dollars but have repaid eight hundred 
seventy-five million dollars, or 57 per 
cent., and now owe the corporation less 
than seven hundred million. In addition, 
the corporation has extended capital aid 
amounting to nearly one billion dollars 
to about six thousand banks, this having 
been done through the purchase of pre- 
ferred stock or capital notes. 

Again, the Government has established 
and is operating many agencies for ex- 
tending loans to different classes of 
people engaged in business, industry or 
agriculture. Colonel Leonard P. Ayres, 
in his recent report to the American 
Bankers Association, states that there ap- 
pear to be about 5700 lending associa- 
tions and corporations of various types 
operated by the Government and that 
their aggregate authorized capital is 
above one billion five hundred million 
dollars. Some 775,000 borrowers have 
been served by these agencies and the 
amount of loans extended to them is in 
excess of two billion six hundred million 
dollars. 

One of the most important questions 
pressing for an answer is whether this 
country will stand for nationalism or 
internationalism. Difficulties stand in 
the way whichever choice is made. The 
rest of the world seems to be headed to- 
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ward nationalism, but such a policy 
seems contrary to the traditions and dis- 
position of our people. America has 
huge surpluses, particularly of farm 
products, which have no logical outlet 
other than through export. In fact, it 
seems to be necessary to the welfare and 
prosperity of the American farmer that 
we get back our foreign trade. We have 
allowed England, during the past two 
years, to outstrip us in volume of ex- 
ports. Whatever things are found stand- 
ing in the way of regaining our foreign 
business must be removed. If we have 
the courage to deal wisely with tariff 
walls and other artificial devices that 
separate nations; if we can reason out a 
program of trade intercourse with the 
world and do it without passion or 
prejudice, the probable result will be a 
decision to adopt a middle course, one 
lying between shut-in nationalism and 
overambitious internationalism. 


PUBLIC BETTER INFORMED 


The disposition of the people has 
caused them to think in greater numbers 


than ever before. As a result we are 
more alert, better informed and more 
forward looking. The country is bound 
to profit from that fact. It seems un- 
thinkable that America should turn its 
back on world trade, but as has been 
often pointed out, we must be willing 
to buy if we wish to sell abroad. 

Complete recovery from a world-wide 
depression of serious magnitude is not 
to be accomplished in a day or an hour. 
Much patience will be required. We 
must reconcile ourselves to failures and 
mistakes here and there, knowing that 
the effect of these will be only tem- 
porary; and that in the end, if we pro- 
ceed along lines sound economically and 
socially, American traditions will be up- 
held and her people saved. Democracy 
is on trial in America today. 

Secretary Hull, in his recent address 
before the Associated Press, said: “I 
sometimes wonder whether the trumpet 
call of the ancient prophets will not be 
necessary to revive and restore moral 
and spiritual ideals, sound, liberal doc- 
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trine and humanitarianism. Social jus- 
tice and social welfare can live and 
thrive only in a moral and spiritual 
atmosphere.” How that statement strikes 
at the roots of the matter! 

We can all agree that if we as a 
people desire and are to deserve free- 
dom, we must get back to higher ideals 
and standards. There must be included 
in all our thinking and planning not only 
the objective of sound business economics, 
but of well considered social economics 
as well; and there must be in all our 
hearts a spirit of sacrifice to the common 
good. 

Income tax payments for the year 
1933 show a 50 per cent. increase on 
corporate returns, also a substantial im- 
provement on individual returns above 
$2500. On incomes below that sum the 
returns show a modest decrease. This 
seems to indicate that the little fellow ‘is 
not getting his share of benefit from the 
recovery program and something will 
have to be done about it. When it is 
remembered that two-thirds of the buy- 
ing power of the country comes from 
these small incomes, it can be seen how 
important it is that they share in the 
recovery. Their incomes seem to be 
lower, while at the same time the prices 
of things they have to buy have in- 
creased. The record for this group will 
doubtless be better in 1934. 


PRESIDENT DESERVING OF 
CON FIDENCE 


PUBLIC 


President Roosevelt continues to hold 
high place with the people. He is per- 
haps stronger throughout the country 
today than at any time during his ad- 
ministration. Possessed of broad and 
liberal spirit, he has a strong hold on the 
masses of the people because they are 
convinced that he has the interest and 
the rights of the common people at heart. 
One of the President’s characteristics is 
that he seeks advice. It should be noted, 
however, that having availed himself of 
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information wherever it may be found, 
he makes his own decisions and outlines 
his own policies. He has proven himself 
to be an able and courageous leader and 
is entitled to the confidence and support 
of the nation. Consistently, he has ad- 
hered to a middle course, swerving 
neither to the right nor left, but at all 
times willing to make reasonable and 
proper concessions. He has_ without 
doubt proven his grasp of what the 
financial and industrial system of the 
country requires. In his inaugural ad- 
dress he pledged himself for a sound and 
adequate currency, and no amount of 
pressure has been able to turn him from 
his course. 
--@— 


GREELEY BANK HAS FIFTIETH 
BIRTHDAY 


THe First NATIONAL BANK OF GREELEY, 
Colorado, celebrated its fiftieth birthday on 
May 6. This bank started business on May 
6, 1884, on the same site which it now occw 
pies and under the same caption. On June 
30, 1884, the bank’s deposits were $22, 
226.29 and the population of Greeley was 
about 2000. On March 5 last the deposits 
had reached $2,730,929.93 and the popula 
tion had grown to approximately 12,000. 
J. M. B. Petrikin is president, the fourth in 
the bank’s history. The directorate during 
the history of the bank has never changed 
except by death or removal from the city—a 
fact which probably accounts for the con 
sistently uniform policy of “service to the 
community” which the bank has always main- 
tained. 


ROME, N. Y., BANK ANNOUNCES 
REVISED ROSTER OF OFFICERS 


THE resignation of G. G. Clarabut as presi- 
dent of the Farmers National Bank and Trust 
Company of Rome, N. Y., has necessitated 
some changes in the official staff which have 


been announced as follows: George G. 
Clarabut, chairman of the board; Carl H. 
Simon, president; C. W. Williamson, Jr., 


vice-president and trust officer; E. Converse 
Jones, cashier; H. Daniel Schilling, assistant 
cashier and assistant trust officer; Harold F. 
Burke, assistant cashier. 












Variations in Regional Losses 


By FRepericK MUELLER, JR. 


This is the ninth of a series of twelve articles by Mr. Mueller in which he 
discusses the various problems involved in the management of the earning assets 
of a bank. The first article appeared in the October issue. A few copies of 
subsequent issues are available to new subscribers wishing to have the complete 
series, and may be obtained on application.—Eprror. 


T has been emphasized in previous articles that the sum 

of the figures for all banks does not represent the opera- 

tions of a particular bank. Summaries and generaliza- 
tions made therefrom can never replace the original data 
from which they are drawn. In generalizing, the detail is 
covered up, and much important information is lost from 
view. Nothing therefore, which is even one step removed 
from the original data, can lay claim to being capable of 
giving an accurate impression of an individual situation. 
Therefore on order to more fully delimit the figures, two 
different cities, New York City and Sioux City, Lowa, have 
been chosen for special consideration. 

Even these figures must be used with caution, for they 
also are composite groups; and it does not follow that they 
are representative of any particular bank. They are merely 
summaries of the experiences of all of those banks, whose 
operations, as represented by their figures, enter into the 
totals. It was felt, however, that a comparison and study of 
such a group for a particular city was better adapted for 
the purpose than to use individual banks. The totals for 
the banks of a particular city will doubtless reflect more 
accurately the trends of the districts in which they are lo- 
cated, than would individual banks. If the latter were used, 
it is questionable whether any single bank could be chosen 
which would fairly represent the district for the reason that 
this would call for two subjective estimations. First, the 
figures for a particular district would of necessity have to 
be judged in order to determine the trend of the district. 
Secondly, a bank would have to be chosen if it were to be 
fairly representative, which corresponded in its operations 
to the particular district in which it was situated. ‘Thus two 
estimates would of necessity have to be made, with the well 
nigh impossible task of excluding all personal bias. Conse- 
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quently the two cities above mentioned have been chosen, in 
the belief that they more nearly represent individual bank 
experiences in their particular districts, even though the fig- 
ures are composite. With these qualifications, an examina- 
tion will be made of the variations in regional losses, and 
also the variation as between specific cities in different areas. 

The signficance of losses has been stressed sufficiently to 
indicate that the ill effects suffered by the reduction in net 
income are largely an individual bank problem. One author 
sees this item as of such importance that he says “Those 
banks which are able to keep these losses down to a mini- 
mum are practically certain to add consistently to their 
profits even when their regular operating expenses are rela- 
tively heavy.”' Most banks today, even the smallest, main- 
tain some type of recorded credit information. Progress 
in recent years in this department of the bank has been 
marked. There is also, as has been stressed, the question of 
long term security losses, where “. . . the bank is frequently 
subjected to losses because of adverse price movements in 
the securities market, over which it can exercise no con- 
trol.”* Ways of hedging this disadvantage have been dis- 
cussed, but mention is again made of the possibilities, 
which close scrutiny will repay many fold, because it is so 
often overlooked. The significance of losses is of such im- 
portance that attention cannot be directed too closely nor 
too often to the question, even at the risk of being too 
repetitive. 

Following the collapse of 1920-21, began an era of 
finance which was to end in a severe test of our banking 
structure, some ten years later. During the years up to 1929 
the banks of the country “. . . had changed from a frozen 
condition to one of high liquidity ... (and) the accumula- 
tion of large amounts of cash in their vaults had forced 
them to seek investments . . .,”* as well as to extend short 
term credit with an amazing degree of liberality. The re- 
sults of this policy, and its varying effects upon different 
regions, will now be considered. 

Attention is now directed to a consideration of the net 
results of the banker’s experience in losses in earning assets, 


‘Bradford, op. cit., p. 344. 
*ITbid., p. 44 
‘Ostrolenk and Massie, op. cit., p. 18. 
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as related to gross earnings. Table 41 exhibits the net 
losses to gross earnings for each of the years 1922 and 
1931. 

TABLE 41 


NET LOSSES TO GROSS EARNINGS BY FEDERAL RESERVE DISTRICTS 


(000 omitted) 
1922 1931 
Gross Net Per Gross Net Per 

Earnings Losses* Cent. Earnings Losses Cent. 

Ist District.......$73,536 $10,174 13.74 $105,982 $23,203 21.88 

2nd District.......258,578 33,046 12.76 330,313 117,080 35.47 

8rd District....... 86,681 9,060 10.41 108,844 24,160 22.16 

4th District....... 97,335 7,552 7.78 110,591 22,983 20.70 

5th District....... 63,242 4,007 6.36 55,549 12,966 23.18 

6th District....... 41,971 3,462 8.24 52,176 7,468 14.36 

7th District.......137,764 17,731 12.84 145,105 21,388 14.75 

8th District....... 42,628 3,559 8.27 41,331 7,008 17.09 

9th District....... 57,45 S 5,141 10.07 53,516 6,183 11.45 

10th District....... 74,056 10,263 13.73 24,134 9,482 39.50 
11th District....... 50,173 10,400 20.50 56,386 9,896 17.67 
12th District....... 83,420 11,861 14.27 172,388 11,780 6.84 


*Net Losses are Charge-Offs less Recoveries. 


Of the twelve districts, ten districts show an increase in 
the proportion of net losses to gross earnings. The districts 
which show a decline are numbers eleven and twelve. These 
districts are closely connected geographically, being in the 
West and Southwest, and adjoining one ‘another. The 
location only emphasizes that even though no bank, what- 
ever its location, can escape being affected by the general 
banking situation, still, management plays an important 
part in reversing the trend, as displayed by the majority 
of districts. 

It is important to note that the increase in net losses to 
gross earnings has increased at a more rapid rate in the 
Eastern section of the country than in other areas. 
Whereas the increase in net losses has been uniformly 
higher, with the two previous exceptions noted, it has been 
more pronounced in the East. It is evident that banks 
were extending continually increasing “fuller” loans, which 
margin of safety was becoming increasingly less. It can 
also be ventured that many loans were finding their way 
into new and untried ventures with little or no history to 
inspire confidence. When such anticipated trends failed to 





THE BANKERS MAGAZINE 


materialize, the narrow safety factor, together with the irre- 
sponsibility and the novelty of the enterprise, made the 
possibilities of recouping capital, meagre, either because of 
its original economic limitations or because of waste. 

As between the types of recoveries in the various dis- 
tricts, it is important to notice the trend in each. (See 
Appendixes EK and F.) The higher proportion of losses 
suffered from the beginning of the period compared to the 
figures for 1931 are not caused by the same degree of 
failure in each class. The trend in losses sustained has been 
due more to the inability to recover on charged-off invest- 
ments than on loans and discounts. The losses suffered 
due to bad investments have been increasing more rapidly 
than losses in loans and discounts. 

In promulgating regulations for the purchase of invest- 
ment securities as provided for in the McFadden Act, the 
Comptroller of the Currency defines marketability as fol- 
lows: 


2... Under ordinary circumstances the term “marketable” means 
that the security in question has such a market as to render sales at 
intrinsic values readily possible.* 


Investment securities eligible for bank purchase were 
limited to marketable securities, which could be disposed of 
readily at their intrinsic values. Such a definition takes 
cognizance of the fact that there may be two values, not 
necessarily coinciding: the market value and the intrinsic 
value. With relation to each other, the two values may be 
at considerable variance, but the limitation would seem to 
apply to those securities which could be disposed of for 
at least their intrinsic value, even if the market price were 
less. ‘Such a limitation, while wise, has practical handicaps 
to its fulfillment. 

Under ordinary circumstances, when a_ security is 
charged off, the security has some so-called intrinsic value, 
even though it may have no market value, but it has become 
ineligible for bank investment. Nevertheless, its intrinsic 
value is still subject to recovery by the holder. The re- 
coveries, then, will indicate the degree of intrinsic worth 
which these charged-off items have. It is evident that over 


‘Comptroller of the Currency, Report, 1927, p. 11. 
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the five-year period, this possibility of recovering the in- 
trinsic value was becoming less and less. In the. face of 
steadily increasing charge-offs of investments, the recov- 
eries were becoming less and less. It appears that not only 
has the market value collapsed, but that the intrinsic value 
over the five-year period from 1927 to 1931 has been becom- 
ing less and less, or else it was a period of unusual circum- 
stances. It is beyond the scope of this study to determine 
to what degree the tendency in recoveries in investments 
reflects unusual circumstances, but it is certain that the 
increasing trend toward a decrease in recoveries devitalizes 
the regulation of confining commitments to marketable se- 
curities where sales are readily possible at intrinsic values. 

Continuing our investigation into the divergence of the 
results of operations as between different sections of the 
country, we may compare the statistics of New York City 
banks, a central reserve city, with these in Sioux City, 
Iowa, a country town. Each of these two cities have out- 
standing characteristics. New York is unquestionably the 
center of financial activity, and enjoys a greater entrepot 
of trade than any other city in the United States. Sioux 
City, on the other hand, is located in the Middle Western 
section of the United States, in the agricultural and cattle 
belt, and has been chosen because it is believed that it fairly 
represents a different type of activity than New York City. 

Table 42 indicates the growth in income from earning 
assets. 

TABLE 42 


INCOME FROM EARNING ASSETS FOR NEW YORK CITY AND SIOUX CITY, IOWA 


(000 omitted) 

New York City Sioux City, Iowa 
1922 ...+.48153,004 $1,736 
1923 135,744 1,601 
1924 : 131,415 1,567 
1925... ....... 183,650 1,420 
1926.... 148,772 
1927 144,943 
1928... 4 159,466 
1929 .. 173,820 
1930.... ; : 170,286 
1931 : 156,788 


An inspection of this table indicates that the trend in 
earnings derived from earning assets was not the same in 
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all sections of the country. The New York banks showed 
a fluctuating tendency. Earnings from earning assets di- 
vided themselves into three groups. From 1922 to 1924 
inclusive, the earnings showed a downward trend. A recov- 
ery was made, however, in 1925 and the trend continued 
upward to the high point in 1929, with 1927 registering a 
slight interruption. The trend then became downward, the 
income for each year decreasing over the previous year. In 
the face of this, the Middle Western bank showed a decided 
trend. Earnings from 1922 continued on a downward trend 
through 1927. In this respect, it failed to share in the in- 
crease in earnings beginning in 1925 as shown for New 
York. In 1928, however, Sioux City banks reflected an 
upturn in earnings lasting through 1930, but the following 
year the trend reversed itself, and in 1931 income from earn- 
ing assets dropped precipitously. It is interesting to note 
that the New York City banks followed closely the income 
for all National banks from the same source, whereas the 
Sioux City banks proceeded against the general trend. 

Our interest lies, not so much in the earnings, but in the 
losses these earnings were forced to absorb. Table 43 pre- 
sents the record of losses of the two cities. 


TABLE 43 


LOSSES IN EARNING ASSETS BY CLASSES FOR NEW YORK CITY AND SIOUX 
CITY, IOWA 


(000 omitted) 


New York City Sioux City 
Loans and Discounts Investments Loans and Discounts Investments 
1922... .... $35,532 $3,812 $295 $1 
1923... 27,398 3,848 375 i 
1924 i. 12,804 5,482 214 30 
1925 seine 13,839 6,795 526 1 
1926 ; 15,866 1,378 166 16 
1927 5,851 6,334 135 19 
1928 By . 12,436 6,348 221 66 
1929 a eee 6,711 91 10 
1930 .. Rao 11,541 129 35 
1931 65,182 18,285 17 38 


The revealing items are contained in the losses in loans 
and discounts. In this item the New York banks show an 
increase while the Sioux City banks show a decrease. This 
can be largely explained by the changing conditions. In the 
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early years of the period under review, a postwar boom in 
agricultural property had led to many questionable advances 
by the banks in those areas. ‘This did not affect the metro- 
politan and financial center to any marked degree. Com- 
paratively then, with a collapse of the price of farm prop- 
erty, the heavy losses fell on the agricultural banks. As the 
period continued, many banks became increasingly depend- 
ent upon the security markets, and with their collapse in 
1929, the losses were sustained by the major financial 
centers. Such action, although important, was not of so 
direct import to the country banks. In the trend of loans 
and discounts, then, we have a reflection of the types of activ- 
ities of the two areas with the heaviest losses being sus- 
tained at opposite ends of the period. 

The most noticeable trend is that charge-offs of securi- 
ties in both cities show an upward tendency over the last 
five years of the period. In New York City, the charge-offs 
were upward from 1922 through 1925. Then a decided 
decrease occurred in 1926, from which point the charge-offs 
increased steadily to the high point in 1931, except for a 
moderate recession in 1929. The Sioux City trend has been 
more erratic but there is a similarity in the two cities, inas- 
much as the bulk of the charge-offs occurred in the latter 
half of the period, although the peaks did not coincide. 

As earlier stated, charge-offs, even where they are con- 
sidered desperate, always have the possibility of recovery. 

Table 44 compares the recoveries of the two districts 
under consideration. 


TABLE 


RECOVERIES OF CHARGED-OFF EARNING ASSETS FOR NEW YORK CITY AND 
SIOUX CITY 


(000 omitted) 


New York City Sioux City, Iowa 
1922... $11,584 $109 
1923.. 18.004 176 
1924... 3,751 49 
1926.... ; 10,829 29 
1926..... 13,247 45 
1927 4,773 11 
1928..... 3,290 19 
1929... 4,167 18 
1930 2,403 26 


2,744 14 
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Recoveries also show a significant trend. The greatest 
amount of recoveries was had in the first part of the period. 
Of the total recoveries during the period in New York City, 
about 76 per cent. were in the first half of the period, while 
in Sioux City, 80 per cent. of the total recoveries for the 
period were in the first half. This is significant, in that 
charge-offs in each city were becoming more and more to 
be an actual loss, and the possibility of recovering any sub- 
stantial portion was unlikely. 

Although figures are not available for as long a period 
of time as is desirable, the recoveries as between loans and 
discounts and investments is sufficiently important to 
examine those obtainable. 

Table 45 presents the recoveries in these items. 


TABLE 45 
RECOVERIES OF CHARGED-OFF EARNING ASSETS FOR NEW YORK CITY AND 
SIOUX CITY, BY CLASSES 


(000 omitted) 


New York City Sioux City, Iowa 
Loans and Discounts Investments Loans and Discounts Investments 


1927 ; $2,4¢ $2,345 $11 $o 
1928... eee 949 18 
1929 1727 18 
1930 scr tate ee aia 893 10 
TOG? 265s... Saas 131 14 


During this period, it has been observed that recoveries 
were decreasing (Table 44). In spite of the decrease in 
recoveries, each city showed an increase in recoveries in 
loans and discounts over this period. This indicates then 
that the decrease in recoveries was due to the rapidly falling 
salvage value of investments and in this respect fails to sup- 
port the earlier statement that rural banks were in a more 
disadvantageous position to make long term credit: exten- 
sions, than are the banks situated in large financial centers. 

We may now compare in Table 46 the net losses in these 
items to the income produced from each. It will serve to 
indicate the type of management as well as to see whether 
or not the policies followed have been profitable. 

In considering New York banks, it is apparent that the 
net losses on investments to investment income have been 
generally higher over this period than has the comparable 
figure on loans and discounts, with the exception of the last 
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TABLE 46 
PROPORTION OF NET LOSSES TO INCOME FOR NEW YORK CITY AND SIOUX 
CITY, BY CLASSES 


(000 omitted) 


New York City 
1927 1928 1929 1930 1931 

Income from Loans 

and Discounts......$101,011 $114,354 $129,030 $131,156 $107,953 
Net Losses.... .. $3,423 $10,095 $6,892 $17,671 $62,569 
Per Cent. to Income 3.38 8.85 5.34 13.48 57.93 
Income from 

Investments .. $43,932 $45,112 $44,290 $39,130 $48,835 
Net Losses... $3,989 $7,399 $4,984 $10,648 $18,154 
Per Cent. to Income 9.06 16.44 11.33 24.73 37.04 


Sioux City 

Income from Loans 

and Discounts $884 $938 $933 $923 $427 
Net Losses .. $124 $203 $73 $119 $3 
Per Cent. to Income 13.77 22.55 8.11 13.22 .70 
Income from 

Investments $266 $263 $333 $342 $254 
Net Losses........ $19 $65 $10 $19 $38 
Per Cent. to Income 7.14 24.33 3.33 5.46 14.96 





year. For the first four of these years it has been a more 
expensive policy to grant long term credit than short term 
credit. 

In considering the Sioux City banks, it is very notice- 
able that the losses absorbed by the earnings of loans and 
discounts has had a decreasing tendency. This is in opposi- 
tion to the trend of New York banks, where the losses have 
been increasing. On the other hand, the proportion of in- 
come from investments used to absorb losses has shown a 
considerable rise. The tendency in the Sioux City banks is 
towards smaller losses in loans and discounts, and toward 
larger losses in investments. 

As earlier stated, the two areas were suffering from dif- 
ferent ailments. The Middle Western banks were recover- 
ing from an agricultural deflation, most losses from which 
had been written off. In New York, however, the inflation 
of security prices, while continually increasing, did not 
reach a critical point until 1929. Security markets were of 
primary importance with the Eastern banks, whereas they 
were of secondary concern with the agricultural centers. 
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APPENDIX “E” 


RECOVERIES IN LOANS AND DISCOUNTS BY FEDERAL RESERVE DISTRICTS 


(000 omitted) 


1927 1928 1929 1930 1931 
Ist District............. $911 $718 $864 $97: $1,062 
2nd District jRisccscsincs et 3,181 3,155 2,137 8,782 
3rd District............... 628 757 582 468 625 
4th District 2 911 914 637 823 964 
5th District. 606 804 590 553 688 
6th District nies 905 1,164 867 731 580 
7th District...................... 2,274 2,348 2,755 2,322 2,466 
8th District 1,019 1,043 901 708 660 
9th District...................... 1,212 1,736 1,475 1,243 926 
10th District chs. S208 2,729 2,574 2,462 972 
Lith District...:.............:.... 2,409 2,372 2,233 2,042 
12th District.................. 1,689 1,744 1,497 1,206 


373! 
LF? 





The former is reflected in the increase of losses in both 
classes of assets, attributable very largely to the security 
markets. 

We may now sum up the results of this and the previous 
article. The Federal Reserve districts have been created in 
recognition of definite trade areas. These areas generally 
fall into one of the three following classes: agricultural, 
commercial or industrial. No area is exclusively centered 
about a single activity, but the predominance of one of the 
foregoing groups is usually evident. This gives rise to loans 
and discounts for the prosecution of these activities and a 
consequent lack of diversification to the loans and discounts 
originating in a given area. From this concentration of 
‘apital upon a single type of enterprise, more than the 
ordinary risk attaches. ‘To diversify the earning assets, the 
banks have resorted to the purchase of investment securities, 
for these items not only spread the risk of loss, -but also 
contribute to the earning capacity of the banks. 

The degree of effectiveness, however, with which a bank 
may buy securities depends upon its opportunity and ability. 
In most areas, the opportunities are not the same for the 
rural banker and the urban banker. The latter has more 
frequent and more suitable offerings made to him, and 
usually has a specialist to make such commitments. On the 
other hand, the rural banker is in neither a position to 
judge for himself, nor can he afford to employ a specialist. 
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APPENDIX “F” 


RECOVERIES ON INVESTMENTS BY FEDERAL RESERVE DISTRICTS 


(000 omitted) 
1927 1928 1929 1930 1931 
Ist District ....$1,169 $1,678 $2,084 $2,984 $4,036 
2nd District.... isee, SOS 1,811 2,606 1,935 1,745 
3rd District.. ; 1,207 1,203 582 373 592 
4th District , 806 449 576 349 452 
5th District 179 203 102 151 90 
6th District 124 88 61 178 277 
7th District 933 4.09 541 281 497 
8th District 156 211 333 308 171 
9th District 293 120 239 116 208 
10th District 377 216 163 227 554 
11th District 64 63 43 80 191 
12th District 204 878 531 213 481 





The result is, on the whole, a disadvantageous position for 
the rural banker. 

While gross earnings were increasing 18.44 per cent., 
losses in earning assets increased 32.43 per cent., or about 


four and one-half to one from 1922 to 1931. These losses 
were sustained by the various districts in different propor- 
tions. Between the high and the low, there was a variance 
of 133.32. There was a noticeable trend in the Eastern dis- 
tricts to have sustained losses somewhat higher than the 
average, and a trend in districts seven to twelve to show 
charge-offs less than the average. In order to discover the 
actual situation, a qualitative analysis would be necessary. 
Such a trend would indicate that either bankers of the 
Eastern districts displayed poorer management or else they 
were quicker to realize their losses. As earlier emphasized, 
credit positions are more easily determined in these sections 
of the country which are older and more stabilized. Conse- 
quently, losses charged off may be possessed of excellent 
recovery possibilities, because of the rapidity with which the 
situation has been checked. On the other hand, losses in 
the Western districts, although having accumulated, may as 
yet be unrealized in the hope that such drastic measures may 
be averted. The figures must be read with these qualifica- 
tions in mind. 

Table 24, in a previous article, displayed the percentage 
of charge-offs by classes. It is significant that the largest 
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proportion of such losses were in loans and discounts. In 
speaking of losses in loans and discounts, one author says: 


These loans and discounts had been granted with both eyes open. 
They knew which loans were good and why, which were slow and why, 
which were speculation and on which there might be losses. ... If 
they lost on local loans, it was because of a weak heart, but not because 
they were ignorant or deceived themselves. This was not true of their 
purchases of bonds... .° 


The distinction is here made on the basis of knowledge. 
Although every banker expects to assume some credit losses, 
he must keep them within reasonable limits. To better safe- 
guard himself, he turned to bonds as earning assets, pre- 
suming himself to be fortified because of diversification both 
geographically and as to obligors. The proportional charge- 
offs in 1931 have been a reversal of his expectancy. Losses 
in loans and discounts of which a banker has the best knowl- 
edge, and can best estimate the risk, have become second in 
importance, the greater proportion of losses being made up 
of investment charge-offs. The very items in which the 
banker was least able to measure the risk has become the 
largest proportional contributor to losses. 

Not only have losses shown a reversal in trend over the 
five years from 1927 to 1931, but also recoveries have dis- 
played the same tendency. In 1927 the recoveries were 
higher in investments, and investments showed the smallest 
proportional contribution to losses. In 1931, however, not 
only had charge-offs increased to become the major part of 
this expense, but also recoveries had fallen precipitously. 
These assets had failed in the shifting process, and the 
intrinsic worth had become of little use for liquidity. 

The Reserve districts as well as the cities examined 
have shown a tendency to follow the previously determined 
averages. Losses have been increasing, and they have been 
increasing at a greater rate in investments than in loans and 
discounts. At the same time, recoveries have been greater 
in loans and discounts than in investments. However, the 
trends in all of these items have varied. There has been 
little uniformity, in amounts, and such diversities must be 
accounted for by the skill of management. 


‘Ostrolenk and Massie, op. cit., p. 12. 











Co-operative Bank Advertising 


By L. Doueias MerepirH, Px.D. 


Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


This is the seventh of a series of articles by this author covering the entire 
subject of financial merchandising. New subscribers to THe Bankers MAGAZINE 
wishing to obtain copies containing previous installments may do so on applica- 
tion —En1rTor. 


ECENT years have witnessed the development of co- 

operative advertising by groups of financial institu- 

tions throughout the country, a national co-operative 
campaign conducted by the Trust Division of the American 
Bankers Association, and several attempts to inaugurate 
national campaigns. ‘The manner in which these campaigns 
have been attempted and the enthusiasm evidenced for them 
in many cities and states where they have been used warrant 
a review of these activities, analysis of the methods em- 
ployed, and consideration of their potentialities.’ 


Origin.°— Almost fifteen years ago, co-operative adver- 
tising constituted an innovation in so far as financial institu- 
tions were concerned, but in employing it since then, these 
organizations have been adapting to their own needs a device 
which had previously been used extensively in other lines of 
business. The practice of advertising co-operatively ap- 
pears to have developed from “community advertising” 
which was carried on when railroad lines were extended into 
new areas, in order to enhance the prestige of those regions 
and to encourage settlement therein. The proprietors of 
summer-resort hotels appear to have been among the first 
business executives to realize the developmenta! work accom- 
plished by this advertising of the railroads, and about 1900, 
groups of hotels began to advertise co-operatively on an ex- 
tensive scale. A similar campaign was conducted eleven 
years later to advertise “New York City, the Wonderful 
Summer Resort by the Sea,” to which campaign it is said 
that “contributions were made by milk and coal dealers and 


*This consideration of co-operative advertising appeared in slightly altered 
form in two installments in Bankers MaGazine, as follows: 

Co-operative Bank Advertising, October, 1933, Volume CX XVII, pp. 355-361; 
How the Banks Co-operate in Advertising, November, 1933, Volume CXXVII, 
pp. 506-510, 


*This summary has been prepared from Presbrey, op. cit., pp. 574-576. 
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the subway as well as hotels and railroads.”* ‘The idea of 
advertising industries and cities or communities developed to 
such an extent from these attempts that in 1927, according 
to Presbrey, sixteen state campaigns were being conducted. 
Though communities and cities have made large expendi- 
tures on advertising efforts, their expenditures appear rather 
meager when compared with those made by certain indus- 
tries. Laundry owners, for example, spent $7,000,000 in a 
four-year campaign of co-operative advertising; the Photog- 
raphers’ Association of America spent $2,000,000 in an ad- 
vertising campaign also of four years’ duration; and similar 
expenditures have been made in other industries by opera- 
tors who have adopted similar practices. Consequently, in 
view of the success attained by co-operative advertising in 
other businesses, it is not surprising that bankers several 
years ago began to seek for their institutions advantages 
which might accrue from this type of merchandising en- 
deavor. 


Early Interest—The earliest evidence which has been 
found of a favorable attitude toward co-operative advertis- 
ing on the part of financial institutions appeared about 1912. 
In that year, a speaker at the convention of the American 
Bankers Association, while speaking on “The Bank and the 
Newspaper,” devoted a short portion of his address to Co- 
operative Educational Advertising.*. The following year at 
the convention of the same organization, a speaker opposed 
co-operative trust company advertising with the following 
words:° 

When it comes to making any organized attempt toward co-operative 
publicity I believe that in the first place there is not a common ground 
upon which we can all meet; . . ._ third, that it is not advisable to 
attempt to assess the members or to receive general contributions for a 


general, campaign, because the benefits would not be proportionately 
commensurate to all. 


The conflict of opinion which apparently existed about the 
time this statement was made demonstrates clearly the fact 


*Tbid., p. 5 

‘Elsworth, Fred W., The Bank and the Newspaper, American Bankers As- 
sociation, Convention Pree eedings, 1912, pp. 551-557, p. 556, 

‘Chapin, A. B., The Advantages of Co-operative Publicity in Trust Company 
Functions, American Bankers Association, Convention Proceedings, 1913, pp. 
367-370, p. 370. 
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that co-operative advertising by financial institutions is a 
relatively recent development. 


The New Orleans Plan.—Available records indicate that 
the banks of New Orleans inaugurated one of the earliest, if 
not the first, attempt on the part of financial institutions to 
advertise co-operatively. The idea developed with a two- 
fold purpose among New Orleans bankers not solely as an 
aggressive attempt to carry a message to their customers 
and prospects, but also as a defensive measure designed to 
eliminate expenditures on fruitless types of advertising. The 
bankers of New Orleans in 1919 formed the “New Orleans 
Associated Banks’ Advertising Committee,” consisting of 
one executive from each bank. The constituent banks were 
at that time spending between thirty to fifty thousand dol- 
lars annually for worthless schemes of advertising. A lunch- 
eon meeting of the Advertising Committee was held once 
each week, at which time experiences since the preceding 
meeting were discussed. This discussion included considera- 
tion of general advertising policy, the new advertising plans 
submitted to the several representatives during the week by 
various advertising salesmen, and applications for the so- 

‘alled “ ‘complimentary’ or ‘graft’ advertising,” such as 
society programs and similar publications. The committee 
required that formal applications for “advertising” of the 
latter type should be submitted to the particular bank which 
was being solicited, and that institution, in turn, presented 
the application to the Advertising Committee for considera- 
tion. Unanimous action was usually taken by the banks on 
such applications, but such action did not prohibit a bank 
from using these media if it so desired. Each bank was also 
permitted to advertise individually as it saw fit. This policy 
of considering all applications in committee resulted in a 
greatly decreased number of applications for this type of 
so-called “‘advertising.”® The efforts of the New Orleans 
banks appear to have been so successful that an officer of 
one of the participating institutions, in reviewing the opera- 
tion of the plan, said in 1927 that it was “achieving the five- 
fold purpose of: (a) Building mutual good will among the 
banks; (b) Spreading in the community the gospel of sound 





*The writer has derived this description of the New Orleans plan from: 
Ellsworth, F. W., Selling Banking Services by Co-operative Advertising, Ameri- 
can Bankers Association Journal, Vol. XX, November, 1927, p. 346. 
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thrift and intelligent fiduciary banking; (c) Eliminating 
programs and practically all other undesirable “complimen- 
tary” advertising; (d) Saving advertising expense; (e) 
Producing substantial new business for the participating 
institutions.’ 

The cost of the co-operative advertising done by New 
Orleans banks approximated $1000 per month as early as 
1927. The advertising appeared in the daily newspapers of 
that city with one advertisement every business day of the 
year. The advertisements were about three columns wide 
and ten inches deep, including approximately 450 lines. The 
copy for these advertisements was prepared in turn by the 
advertising departments of the various banks, each depart- 
ment preparing copy for two months at a time. Some use 
was also made of the advertisements prepared by the Pub- 
licity Committee of the Trust Company Division of the 
American Bankers Association for their National Publicity 
Campaign.’ It is also of interest to note that from the time 
this campaign began in 1919, the fiduciary business handled 
by those banks had trebled down to 1927." 


The Trust Division Campaign.—The efforts undertaken 
by the banks of New Orleans very early attracted the atten- 
tion of bankers throughout the country with the result that 
this type of advertising was soon resorted to in a large num- 
ber of cities, counties, by some state associations, and also 
was given lengthy consideration by the Investment Bankers 
Association. Shortly after the inauguration of the New 
Orleans campaign, the Trust Division of the American 
Bankers Association undertook a program which constitutes 
in all likelihood the outstanding attempt of this kind among 
financial institutions to advertise from coast to coast. The 
‘ampaign began in 1920 and was financed by a subscription 
from each member “of 1-100 of 1 per cent. of combined 
vapital, surplus, and undivided profits.”* Advertisements 
appeared in the January, 1921, issues of Cosmopolitan, Sys- 


*The writer has derived this description of the New Orleans plan from: 
Elisworth, F. W., Selling Banking Services by Co-operative Advertising, A meri- 
can Bankers Association Journal, Vol. XX, November, 1927, p. 346. 


‘Ellsworth, F. W., The New Orleans Plan of Co-operative Advertising, 
Financial Advertisers Association, Proceedings, 1923, pp. 63-69, p. 66. 


*Mershon, Leroy A., Selling Trust Department Service, Financial Advertis- 
ers Association, Proceedings, 1921, pp. 37-49, p. 39. 
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tem, Outlook, and members of the Quality Group. Each 
advertisement invited the reader to obtain a copy of a book- 
let of 24 pages, “Safeguarding Your Family’s Future,” 
from the local trust company or from the New York office 

of the Trust Division. This division distributed 98,000 
booklets to subscribers to the campaign during the first year, 
and also, “63,000 leaflets and pamphlets of various sorts.” 
For 1922, the distribution amounted to 52,000 booklets and 
47,000 leaflets. The contributions amounted to approxi- 
mately $67,000 during the first year, practically all of which 
was expended, and a contribution of $47,000 for the second 
year.” These amounts seem relatively small when compared 
with the expenditures of other co-operative advertising cam- 
paigns, but they were substantial amounts for the first cam- 
paign of this kind in which financial institutions participated. 


Other Campaigns.—Since the campaigns conducted by 
the New Orleans banks and the Trust Division of the 
American Bankers Association, a few outstanding instances 
of co-operative advertising include: Publication of ten mes- 
sages on banks by members of the Allentown, Penna., Clear- 
ing House; publication of a similar series of messages by 
the Clearing House Association of Scranton, Penna.; cam- 
paigns conducted by a group of banks of Binghampton, 
New York; the banks of Kansas City’ organized under the 
name of the “Associated Banks for Savings”; ten Boston 
banks,'* seven hundred Illinois banks participated in a three- 
year campaign,’” and nine banks and investment dealers in 
Milwaukee as early as 1922 advertised co-operatively to 
fight fake promoters.’* ‘Twelve banks of Memphis, Ten- 
nessee,’* New Hampshire savings banks,'” Los Angeles 
banks,"® a group of trust companies and banks in Washing- 





*The figures contained in this paragraph have been taken from: Sisson, 
Francis H., Telling the Story of Trust Companies to the Nation, The Commer- 
cial and Financial Chronicle, Vol. CXV, July-December, 1922, Supplements, 
American Bankers Association Convention Section, pp. 189-190, p. 189. 

"Printers Ink, Vol. CX VI, September 22, 1921, pp. 25-26. 

“Printers Ink, Vol. CXXIX, December 25, 1924, p. 10. 

"Printers Ink, Vol. CXXV, December 13, 1923, pp. 125-126. 

“Printers Ink, Vol. CXX, July 6, 1922, p. 10. 

“Printers Ink, Vol. CXXIII, May 3, 1923, pp. 81-82. 

“Printers Ink, Vol. CXVIII, March 2, 1922, p. 92. 

“Morehouse, W. R., Leaks in Banking—How to Stop Them, American Bank- 
ers Association Journal, Vol. XVI, April, 1924, pp. 638-639. 
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‘ 


ton, D. C.,"* the savings banks of Albany,** a group of banks 
in Worcester, Mass.,** a group of New York savings 
banks,'® and the savings banks of Massachusetts,’® along 
with many other banks, have all used this type of advertis- 
ing. The two latter campaigns attracted a great deal of at- 
tention to the work which they conducted. 


State Associations.*°—A very significant development 
in co-operative financial advertising has been that carried on 
by a number of state banking associations. In many states, 
clearing house associations of various cities, county clearing 
house associations, and county banking associations have 
advertised co-operatively, but the efforts of state associa- 
tions have been confined for the most part to six states. At 
the same time, the extent to which this advertising has been 
carried in a few of these states has made this development 
unusually significant. Co-operative advertising has been 
carried on under the auspices of state associations in South 
Dakota, Minnesota, Indiana, Illinois, and by the savings 
banks of Rhode Island and New York through their re- 
spective associations. The Michigan and Wisconsin bank- 
ers’ associations early in 1933 had such plans under consid- 
eration. 

The co-operative advertising of state banking associations 
has usually been carried on under the direction of a special 
committee or the executive officer of the association. Ad- 
vertising copy, editorials, and similar material are prepared 
either by these committees or by advertising agencies re- 
tained by them. The material thus used is disseminated 
among those banks which belong to the association in some 
instances, and in other instances only to those who desire 
the material. 


*Morehouse, W. R., Leaks in Banking—How to Stop Them, American 
Bankers Association Journal, Vol. XVI, April, 1924, pp. 638-639. 


“Thomson, Eliot H., Successful Co-operative Publicity Campaign Staged in 
the Nation’s Capital, Trust Companies, Vol. XLVI, June, 1928, pp. 825-827. 

Sparks, Robert W., Does Co-operative Advertising Pay? American Bankers 
Association Journal, Vol. XXIII, July, 1930, pp. 23-24. 

*Radcliffe, William C., Co-operative Advertising for Savings Deposits, The 
Savings Banker, Vol. X, November, 1931, p. 12. 


*The writer is greatly indebted to the secretaries of more than fifty banking 
associations in the United States and Canada who very generously answered 
queries directed to them and furnished sample material in those instances in 
which it was available. 
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The Indiana and Illinois campaigns have undoubtedly 
been the most outstanding of those conducted by state asso- 
ciations, and a description of that used in Illinois will be 
presented here in order to demonstrate specifically the ac- 
tivities of these associations. 

The Illinois campaign was directed by the committee on 
public relations of that organization and was not begun 
until a majority of the banks in the state had agreed to par- 
ticipate. ‘The material sent out by this association includes 
the following: Each week the association sends “‘a mat of an 
advertisement for the local newspaper appearing over the 
signature of the association, and signed by its president; 
copy for a second advertisement which, if the bank desires, 
can be run over its own signature; posters of the association 
advertisement for the bank’s window or lobby; an economic 
article on some phase of banking or on a financial subject, 
suitable for printing in the local newspaper.”*' In towns 
in which there are no newspapers the banks receive the post- 
ers and a supply of each advertisement in folder form for 
distribution. Also, once each month “an employes’ talk of 
an inspirational or educational character is furnished.’”** 

Banks participating in this campaign are bound by no 
contracts but the expense of the material sent each week is 
prorated among the banks according to their size. The cost 
to more than half the banks has been only $2.50 per month.** 
The results from such campaigns are most difficult to meas- 
ure, but one evidence of the success of this campaign is the 
fact that within less than a year after the campaign was 
begun, more than twice as many banks were co-operating as 
had been anticipated when the campaign started.’ 

The apparent success of the campaigns conducted thus 
far by state associations and the interest evidenced in these 
‘ampaigns by other associations point to a development in 
this type of financial advertising which is likely to assume 
considerable proportions. 


Characteristics —Examination of various schemes and 
methods of co-operative advertising by banks, trust com- 
panies, and savings banks reveals certain outstanding char- 





“Zimmerman, Paul E., Illinois Banks Have Told the Public About Banking, 
American Bankers Association Journal, Vol. XXV, February. 1933, pp. 38-41, 
p. 38. 


*Ibid., p. 41. 
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acteristics found in many of them. These campaigns, in 
the first place, are generally conducted not so much with 
the idea of directly producing new business as to acquaint 
the public with the characteristics of banks and to produce 
good-will toward banks generally. In the second place, 
these campaigns have frequently been designed to offset or 
counteract the attempts of advertisers of spurious issues and 
banking schemes which remained within the law but were of 
questionable natures. In the third place, adoption of adver- 
tising plans of this type discloses growing recognition on the 
part of bankers that they have an obligation to acquaint the 
public with the nature and functions of banks. It is a very 
simple matter for banks to accept deposits without empha- 
sizing and explaining the terms of the agreement so long as 
they are able to meet all calls for funds, but any difficulties 
which arise usually disclose the public grossly ignorant of 
the procedure to be followed in such instances, what to ex- 
pect from the bank, and what the banks have the right to 
expect from them. Much excitement and distress might be 
eliminated at such times if the public understood more about 
the nature, functions, and conditions of banking than is 
usually the case, and co-operative advertising affords a fruit- 
ful method of combating this ignorance. Finally, the vari- 
ous co-operative plans which have been examined disclose 
very little uniformity of manner or purpose. Many of the 
‘ampaigns have been of sporadic natures designed to elimi- 
nate or curb public excitement in the event of a local failure, 
but in all likelihood, these emergency campaigns will in 
many instances later develop into regularly conducted pro- 
grams of public education. 


Advantages.—Co-operative advertising has a number of 
advantages which it offers to banks. In the first place, a dis- 
tinct advantage lies in the fact that such programs bring the 
bankers of a community into closer contact than is likely to 
result without such unity of endeavor, thus producing a 
highly desirable spirit of co-operation. Secondly, it tends 
to eliminate the competitive element from financial adver- 
tising, which fact alone should tend to produce a greater 
degree of confidence in the public. Even though banks ad- 
vertise independently in addition to the co-operative efforts, 
the co-operation illustrates that the banks have a common 
purpose instead of individual aims which conflict with one 
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another. Just as long as each bank strives to impress upon 
the minds of the public that it is the strongest, safest, best- 
managed bank in a given community, one can hardly expect 
a benign public to agree with each of them. Thirdly, co- 
ordinated and unified advertising by a group of banks tends 
to impart greater strength to the message carried by the 
advertising than if each bank advertised the same topic in- 
dependently. Co-operative advertising imparts a stamp of 
approval to a message in which a majority of the banks of 
a community participate. A fourth advantage which may 
accrue .rom co-operative advertising is a reduction of ex- 
penses. Probably the group co-operating will use less space 
than if each bank advertised independently, or can use the 
same amount of space with a unified purpose which should 
produce greater results. Undesirable media such as pro- 
grams and other publications usually designated as “chari- 
table advertising” are more easily eliminated when all of the 
banks agree to censor such proposals as in the New Orleans 
plan. Unless harmony prevails in disposing of these pro- 
posals, some indiv idual or organization soon capitalizes upon 
the opportunity to court the favor of the soliciting organ- 
ization, and thus other bankers feel obliged to indulge be- 
‘ause the organizations have succeeded in getting the bank- 
ers to compete against each other, Publication of folders or 
pamphlets can also be done at smaller unit expense when a 
larger quantity is required. A fifth advantage accrues espe- 
cially to the smaller banks of a group, for banks in this 
‘ategory frequently find themselves unable to advertise be- 
‘ause of the great expense involved. In the sixth place, it 
is likely that a higher type of advertising may result from 
co-operation. A department to produce this advertising 
may be developed and sustained by the banks, or advertising 
departments of co-operating banks may alternate in pre- 
paring copy, or the matter may be turned over to an agency. 
In those cases in which the members of a group have indi- 
vidual advertising departments, it is probably highly desir- 
able to follow the procedure of alternation, for it tends to 
develop interest on the part of the banks and also to stimu- 
late the advertising departments to turn out higher quality 
of work. Groups ‘of small banks which de not have individ- 
ual advertising departments probably will find it most ad- 
vantageous to turn over their work to an agency for prepara- 
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tion, thus obtaining expert counsel and skill if the agency 
is of high grade. In the seventh place, co-operative adver- 
tising may greatly assist a city or community in developing 
prestige by devoting a portion of its space to a treatment of 
various related topics. Finally, co-operative advertising 
possesses a flexibility which enhances its adaptability to 
changing conditions and to different situations. This ad- 
vantage will be given special treatment below. 


Disadvantages.—Several disadvantages are likely to 
accrue from co-operative advertising by financial institu- 
tions. Advertisers, in the first place, may expect too great 
results. The type of copy usually employed in co-operative 
efforts, as mentioned above, tends more toward institutional 
and educational types rather than toward direct selling 
types, which tendency renders measurement of results very 
difficult. Results obtainable from such campaigns probably 
accrue over a period of time instead of being more or less 
closely related to each advertisement at the time it appears 
as in cases of department store advertising. Secondly, diffi- 
culty frequently arises among the members of a group as to 
the type of advertising to use, the size of the expenditures, 
the frequency of appearance, and other items conducive of 
disagreement. Thirdly, the potential danger lurks that the 
minority may undertake an advertising program for its own 
group or as individuals, which situation might greatly de- 
tract from the advertising of the majority and produce a 
conflict, conveying to the public everything but the desired 
impression of unity and harmony. F ourthly, co-operation 
in advertising tends to place all members of the group upon 
the same level of safety and prestige in so far as the public 
is concerned. It implies, at least, that all members of the 
group are on a par, making it possible for banks of small 
size, limited experience, or less liquidity and strength to 
participate in the advertising on an equality with the supe- 
rior institutions. This contributes greatly to the prestige of 
the less outstanding members of the group, and at the same 
time, places before the other members the danger of imply- 
ing approval of all participants. Consequently, many banks 
have been reluctant to enter into such co- -operative efforts. 
T'ifthly, co-operative advertising might conceivably lead to 
2 more competitive advertising situation than had prevailed 
before the efforts were begun, for some member of the group 
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is likely to feel that his institution must increase its inde- 
pendent expenditures in order to draw to itself business 
which might be lost to other institutions as a result of the 
co-operation. 


Evaluation—The preceding paragraphs enumerating 
the advantages and disadvantages of co-operative advertis- 
ing appear to present substantial reasons both sustaining 
such plans and opposing them. However, careful considera- 
tion of each of the points mentioned leads to the conclusion 
that the advantages greatly outweigh the disadvantages. 
_ occasional embarrassing situation might result from one 

two of the disadvantages mentioned, but these would 
seem to be the exception. The many instances in which co- 
operative advertising has been successfully used and the ap- 
probation given such attempts by officers of participating 
institutions should readily dispel all fears which might arise. 


Selection of Participants—Arrival at the conclusion 
that co-operative advertising constitutes a desirable form of 
merchandising to be utilized by financial institutions leads 
directly to consideration of the procedure to be followed in 
successfully consummating such a program. 

The first problem which arises when contemplating a 
venture of this kind is to determine the banks which shall 
participate. In those communities in which all of the banks 
have excellent reputations for stability and integrity, this 
problem is readily solved, but unfortunately it is sometimes 
of a lingering nature. No bank would be interested in par- 
ticipating in any movement which tends to place its stamp 
of approval upon all banks entering into such a campaign, 
but the fact remains that the public quickly reads many un- 
warranted inferences into every gesture. Probably the best 
method of caring for a situation in which a weak institution 
might derive undue advantages and prestige from a co-op- 
erative campaign with stronger organizations, is to postpone 
temporarily the inauguration of such campaign until the 
doubtful member of the group has strengthened its position 
or disappeared from the horizon through suspension or ab- 
sorption. Should the position of a participating bank be- 
come precarious, with ultimate failure inevitable, it would 
seem only reasonable to proceed with extreme caution for a 
time. With the failure impending, other members of the 
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group can readily plan to inaugurate a more energetic cam- 
paign at the time the failure actually takes place in order to 
allay the general atmosphere of panic incident to such a 
situation. Nevertheless, a small bank in strong condition 
very frequently merits the support of larger and better 
known banks, and under such conditions, no hesitancy need 
be displayed in welcoming such participants into the group. 
Co-operative advertising sows the seeds of its own failure 
when it bands together a group of selected banks in exclu- 
sive fashion for a campaign, because instead of eliminating 
undesirable competition, such efforts merely unite omitted 
competitors into still stronger rival factions. Consequently, 
the first essential of a co-operative advertising campaign is 
that all banks of the particular type or community which are 
co-operating and are of sufficient strength be extended in- 
vitations to participate. 


Planned Program.—lt is highly desirable for several 
reasons that a campaign or program be outlined at the be- 
ginning for a specified period. In the first place, it permits 
the development of a theme to be utilized throughout the 


entire campaign or given period. Secondly, it makes pos- 
sible the budgeting of expenditures and assessments on such 
a basis that participating banks know very nearly the exact 
amounts of the payments for which they will be held. In 
the third place, development of a program well planned at 
the beginning facilitates the merchandising efforts of each 
institution, making it easier for them to plan their independ- 
ent advertising to tie up with the co-operative themes when- 
ever such relationship appears desirable. Fourthly, it af- 
fords opportunity to develop a balanced and consistent pro- 
gram to be followed, thus eliminating large expenditures at 
the beginning only to be followed by smaller space as the 
funds diminish. 

Another fundamental of co-operative financial advertis- 
ing is that it be carried on regularly. If daily advertise- 
ments are placed, the regularity i is readily attained, but in 
many instances, groups have decided that such expenditures 
comprised too large a burden. It then becomes necessary to 
decide upon the ‘frequency of the advertisements and the 
days upon which it is more desirable to advertise, all of which 
depends to a large extent upon the peculiar conditions of 
the community and the theme being developed in the copy. 
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By way of illustration, the campaign conducted by the sav- 
ings banks of Massachusetts consisted in 1923 of plans for 
a year’s period. These included “a series of twenty-three 
advertisements to appear every two weeks in Boston papers, 
and once a month in twenty-eight daily papers in leading 
cities, as well as eight foreign language papers.** Even 
though a regular program is developed, allowance should 
also be made within the budget to care for those special oc- 
‘asions which inevitably arise outside of the regular sched- 
ule and which merit recognition by members of the co-op- 
erative group. 


Quality Work—Co-operative advertising campaigns 
and programs merit the highest degree of advertising skill 
obtainable in order to expedite their execution. Media must 
be chosen with a view to reaching the greatest number of 
persons at lowest cost and with a minimum amount of du- 
plication. Copy of the highest grade must be prepared and 
advertisements must be placed according to schedule. This 
all requires the executive supervision of a trained advertiser, 
for best results will hardly follow the efforts of untrained 
experimenters. 


Educational Functions.—Advertising of the co-opera- 
tive type should recognize to begin with that its primary 
function is that of producing sales through education of the 
public. This means that the story of banks must repose in 
the copy, concealed in appeals which will draw readers to 
it, and result in successive development of the five steps to 
be performed by advertisements, in so far as possible. Even 
though copy is distinctly of an educational nature, it may 
lead to further opportunities to produce sales. For instance, 
a booklet or pamphlet may be offered to those who make in- 
quiry either by letter or personal call at any of the par- 
ticipating institutions, the names of which are listed in the 
advertisement. This affords opportunity for a contact to 
be made, the best part of this contact being that it comes 
from the customer seemingly of his own volition. Thus, an 
officer or new business man can reply to the inquiry for the 
booklet, acknowledging the inquiry, offering the services of 
the organization, and inviting the prospect to make a per- 


“Kirkland, Donald, Stability Is Keynote of Co-operative Savings Bank Ad- 
vertising, Printers Ink, Vol. CXXII, March 29, 1923, pp. 92-94, p. 94. 





THE BANKERS MAGAZINE 


sonal call to visit the institution. A new business represen- 
tative or bank officer has still greater opportunity to sell the 
bank and its services to a prospect who calls at the banking 
house for his booklet. 


Co-operation Essential.— Another requirement abso- 
lutely essential to the success of any campaign of this type 
is constant recognition by all participants, that it is pri- 
marily co-operative. The plan should by all means be admin- 
istered by a committee containing one representative from 
each institution, and each participant should have equal 
representation on the committee, or else the campaign be- 
comes subject to the domination of a few banks of the 
group. The names of participating members should only 
very rarely if ever appear in successive advertisements in 
the same position, but out of fairness to all parties should 
be rotated through the various positions. If all banks in a 
city or county enter into such a campaign, it is probably 
preferable to adopt some name by which the group may be 
designated, such as “The Associated Banks of Burlington, 
Vermont,” or “The Clearing House Association of Spring- 
field, Massachusetts,” or “The Associated Trust Companies 
of Scranton, Pennsylvania.” Each institution may then 
well display in its show windows, at each teller’s window, 
and in other conspicuous places within the institution, posters 
or cards indicating that the institution is a member of the 
particular group. The advertising of the group may carry 
this name and also those of participating banks. 


imergency Uses.—The distress and impending dangers 
which have been encountered by so many banks during the 
past three years have greatly stimulated co-operative adver- 
tising ‘by financial institutions. Banks have found them- 
selves in the majority of instances squarely on the defensive, 
bound to justify their policies, obliged to meet their obliga- 
tions in the face of declining markets and growing fear on the 
part of the public. These experiences have brought individ- 
ual bankers to a greater appreciation of the potentialities of 
advertising, but many of them have been exceedingly reluc- 
tant to undertake an aggressive advertising program alone. 
Numerous instances might be cited in which independent 
efforts where banks had not previously advertised, but had 
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recently begun, produced fear in the particular community 
and resulted in heavy. withdrawals. It becomes difficult, 
however, to discover such results where banks banded to- 
gether to inaugurate advertising programs. Even though 
the banks of various communities have not embarked upon 
prolonged periods of co-operative advertising, in numerous 
instances they have united for brief periods to address the 
public and to attempt to appease public hysteria. Such 
procedure has undoubtedly alleviated fear in many in- 
stances, but the most significant result in many cases is the 
revelation of belated appreciation upon the part of bankers 
of the value of advertising with united effort. 


Fleavibility—The flexibility of co-operative advertising 
especially commends to bankers this form of merchandising, 
as mentioned above. Very elaborate programs or cam- 
paigns involving meager expenditures may be undertaken; 
the program may be discontinued at any time, if necessary; 
and likewise the program may be extended and enlarged at 
any time. Many of the campaigns examined have been 
confined to newspapers but there are no reasons why such 
‘ampaigns might not be extended to other media such as 
booklets, as mentioned above, outdoor advertising, car- 
‘ards, and radio advertising, as well as to other media. The 
media to be used can be determined only by examination of 
the particular market area to be covered, but it would seem 
reasonable that over a period of time, resort to a combined 
program involving several media would produce most satis- 
factory results. 


Ewpenses.—Expenses of co-operative advertising cam- 
paigns will quite obviously vary with the extent of the pro- 
gram. Frequently, such programs convey a message to the 
public without increasing the expenditures of individual 
banks, and as pointed out above, in some instances, reduc- 
tions of individual expenditures ensue. The Massachusetts 
Savings Banks, before undertaking their co-operative cam- 
paign, were spending nineteen dollars per hundred thousand 
dollars of deposits, and after the campaign began, two 
dollars per hundred thousand dollars of deposits.** Of 
course, where the individual expenditures had been very 
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limited, the amount per bank might be very easily increased. 
Comments on expenditures can be made specifically only in 
connection with each particular campaign, but in those 
instances examined, it would seem that the expenses in- 
volved should not serve as a deterring factor. 


Use of Publicity—Consideration of the instances of 
co-operative advertising by financial institutions referred 
to above, obviously leads to the belief that only newspaper 
and magazine advertising have been subject to co-operative 
efforts. This is true to a great extent, but no reasons exist 
why banks should not co-operate in programs of publicity 
as well as in programs of newspaper and magazine advertis- 
ing. Much of the value of publicity rests in its relation to 
the particular institution, but numerous events transpire 
which involve all of the banks of a community to such an 
extent that widespread dissemination of information con- 
cerning them would undoubtedly attract a great deal of 
attention. Reports of meetings of committees of clearing 
houses and bank associations and similar items would be 
of great interest to the public and would evidence harmony 
which would contribute greatly to the development of con- 
fidence and good-will toward banking institutions. 


Investment Advertising —Only very limited mention 
has been made above of co-operative advertising by invest- 
ment houses. Brief mention was made of an early instance 
in Milwaukee and the consideration given such a project by 
the Investment Bankers Association, but few other in- 
stances have been found, accountable in all likelihood by the 
many varieties of investment bankers which operate. Com- 
mercial and savings banking remain under the supervision 
of the Comptroller of the Currency or state superintendent 
of banks, whatever the appropriate title may be, and this 
tends to establish minimum standards, at least. Such prac- 
tices do not prevail in the investment banking business 
which tends to place each house more dependent upon its 
own name and reputation even though investment dealers 
are required to comply with various provisions in many 
states. Thus, it is not surprising that these firms have not 
banded together with the accord prevalent among savings 
and commercial banks. Furthermore, they have not been 
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subject to obvious fits of public hysteria which have almost 
forced commercial and savings bankers in many instances 
to resort to this type of advertising. Another reason which 
accounts for the lack of co-operation among investment 
houses is the domination of large houses in the distribution 
of securities. This predominance, together with the fact 
that their businesses are of national scope instead of. being 
primarily restricted to a particular community, has led to 
the development of independent advertising efforts. Re- 
strictions imposed upon members of the various exchanges 
have also tended to stifle development of advertising among 
investment bankers. ‘That co-operative advertising might 
be of great value to investment bankers is evidenced by the 
discussions of the members of the Investment Bankers As- 
sociation which disclose lengthy consideration of such a 
program on a nation-wide basis in order to educate the 
public on investments. 


Summary.—Co-operative advertising has undoubtedly 
come to play a part of increasing importance in the mer- 
chandising programs of financial institutions, especially 
banks, during the past decade and its growth promises to 
continue. It affords a splendid opportunity for bankers to 
execute better their mission of educating the public to a 
greater appreciation of the economic and practical signifi- 
‘ance of banking institutions in daily life. Such efforts 
expended carefully and intelligently should ultimately lead 
to greater profits for banks and to greater satisfactions for 
the public. The cases in behalf of and against co-operative 
advertising by financial institutions appear to favor more 
widespread adoption of this form of merchandising. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


TOTAL WEALTH AND THE 
INDIVIDUAL 


I do not believe and do not propose 
to accept the doctrine that there can be 
greater wealth for the individual when 
our total wealth has been reduced. A 
better jworking of the machinery of dis- 
tribution is needed, not a curtailment 
of the aggregate product. — Eugene 
Meyer. 


CO-OPERATIVE EFFORT IN BE- 
HALF OF SILVER 


I have begun to confer with some 
of our neighbors in regard to the use 
of both silver and gold, preferably on 
a co-ordinated basis, as a standard of 
monetary value. Such an agreement 
would constitute an important-step for- 
ward toward a monetary unit of value 
moré equitable and stable in its pur- 
chasing and debt-paying power.— 
Franklin D. Roosevelt. 


A PLAN FOR THE OLD- 
FASHIONED 


In the old-fashioned gold standard, 
and in orthodox banking practice, we 
had better instruments than we knew. 
Although these instruments could not 
assume economic stability, they did give 
warnings. The immediate need is to 
re-establish the gold standard and the 
credit system on a basis which will 
permit time-honored practices to be 
resumed.—The Commodity Dollar, by 
Harold L. Reed. 


NO WEALTH WITHOUT PRO- 
DUCTION 


An industry cannot exist to support 
men, with the production of goods 


merely as an incident. It can exist only 
to produce goods and can support men 
only as it produces goods. It makes no 
difference whether the profit motive be 
present or absent. The dilemma re- 
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mains. There can be no wealth with- 
out production, and there can be no 
production without work.—Public Opin- 
ion, Private Business and Public Rela- 
tions, by Samuel Crowther. 


THE BEST WAY TO INSURE 
BANK DEPOSITS 


The best way, and indeed the only 
dependable way, to insure bank deposits 
is to encourage and indeed to demand 
sound management of the banks. Cer- 
tainly it would be difficult to find any 
of this kind of insurance of bank de- 
posits in any of the recent acts of Con- 
gress or in many of the policies of our 
banking officials. — Commercial and 
Financial Chronicle. 


PERMANENT CHARACTER OF 
DEPOSIT INSURANCE 


The Federal Deposit Insurance Cor- 
poration is not temporary im character. 
The act, under authority of which it 
was founded, provides that it shall have 
succession until dissolved by an act of 
Congress. What does that mean? It 
means, simply, that the people must first 
decide that they do not want their 
money to be safe before the activities 
of the corporation can be brought to a 
close That alone should furnish con- 
viction enough that the Federal Deposit 
Insurance Corporation is anything but 
temporary.—Leo T. Crowley, Chair: 
man Federal Deposit Insurance Cor- 
poration. 

—~o- 


GENERAL MOTORS FLEET SALES 
INCREASE 


SaLes of General Motors cars and trucks to 
large fleet users for the month of April again 
exceeded any month on record except one. 
Deliveries to fleet users for April exceeded 
the same month last year by 80 per cent., 
according to C. E. Dawson, president of 
General Motors Fleet Sales Corporation, De 
trot. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Strong Demand for Revision of the National 
Securities Act 


arisen for a revision of the Na- 

tional Securities Act, but perhaps 
none has been so impressive as that made 
by the durable goods industrial com- 
mittee. The demand for revision from 
this source comes from those who are in- 
tensely interested in a branch of enter- 
prise now sadly lagging, and the revival 
of which is widely considered as an 
essential to national recovery. The 
amendments to the act proposed by this 
committee are numerous and far-reach- 
ing in their character. A reading of 


Fes various sources demands have 


them leads to the conclusion that they 
would not impair the fundamental aim 


of the act and would make the work- 
ings of the law such as would not inter- 
fere with the legitimate issuing of 
securities. Some of the views of the 
committee are thus expressed: 

“Among other things discovered by 
this committee is that in the United 
States since depression came only 4 per 
cent. of new capital has been secured for 
the making of durable goods, while in 
Great Britain new capital for the same 
industries has risen to 54 per cent. The 
committee has also definitely discovered 
that with new capital insured for these 
industries between 5,000,000 and 6,000,- 
000 persons now unemployed ‘in these 
industries can be permanently re-em- 
ployed. Without amendment to the 
Securities Act of 1933 at this session of 
Congress the committee agrees unani- 
mously that any recovery is only tem- 
porary and not permanent. : 

“In the ten years prior to 19 30 the 
volume of new capital moving into en- 
terprise in the United States was about 
$4,000,000,000 per year. In 1933 this 
had been reduced to $160,000,000, or 
about 4 per cent. of this annual aver- 
age. Moreover, the current accumula- 


tion of savings in the country are being 
drained into a new channel as indi- 
cated in the following: 

“(1) Since 1930 a constantly increas- 
ing proportion of the national income 
and of national savings have been dis- 
tributed or spent through governmental 
channels. 

(2) In the past four years the Fed- 
eral Government alone, through the in- 
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The above chart is reproduced with 
permission from the Business Bulletin 
of the Cleveland Trust Company. 
The upper dashed. line shows the 
cumulative average monthly value of 
all new security issues not subject to 
the Federal Securities Act which have 
been floated from the beginning. of 
1933 through March of this year. 
The solid line represents in similar 
fashion the new securities which are 
subject to the act. Note that since 
last July there has been a steady de- 
crease of securities issued subject to 
the act. 
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crease in the debt outstanding, has ab- 
sorbed about twice as much of the new 
private savings and bank credit of the 
nation available for investment as have 
been absorbed by all private industry 
and business. 

“(3) In 1933 about a third of the 
total national income produced was 
taken and distributed in governmental 
channels, including Federal and _ all 
other governmental agencies. 

“(4) In 1934 it is estimated that 
about 40 per cent. of the total national 
income produced will be used in this 
way. 

“When these factors are studied in 
connection with the many legislative 
emergency measures of the past year, 
the conclusion is clear that, perhaps 
without conscious intent, we are gradu- 
ally enforcing’ the nationalization of 
productive wealth. Increasing amounts 
of government money in _ productive 
enterprise must inevitably result in an 
increasing degree of direction, regula- 
tion, control and operation by Federal 
agencies.” 


WHAT THE FIGURES SHOW 


years named corporate issues in 
the United States have been as fol- 
lows, according to the compilation made 


F: the first four months of the 


by the 


Chronicle: 


Commercial and Financial 


1930 
1931 
1932 
1933 


$2,524,417,040 
1,526,838,411 
198,252,495 
143,031,254 
136,712,985 
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While no doubt the Securities Act is 
now operating to restrict the issuing of 
securities, even of those of a legitimate 
type, it will be seen that the decline in 
the rate of annual issues had set in be- 
fore the Securities Act became opera- 
tive. The depression was, undoubtedly, 
a deterring factor. But with the lifting 
of the depression it is altogether prob- 
able that the rate would have risen quite 
rapidly had it not been for the restraints 
which the Securities Act imposes. 


RISKS IN THE PRESENT BOND 
MARKET 


HE $3,000,000,000 gold profit in 
the United States Treasury, result- 
ing from the revaluation of the 
dollar by the Administration, is for all 
practical effects non-existing—"steri- 
lized” —and has had no effect whatever 
in the direction of inflation, Dr. Lionel 
D. Edie, economist and former profes: 
sor of finance at the University of Chi- 
cago, declared at a luncheon meeting 
of the New York Financial Advertisers 
in the Bankers Club. 

Dr. Edie reviewed the- money and 
high-grade bond market situations with 
special reference to future yields of 
high-grade bonds, and without making 
any predictions as to the immediate 
course of bond prices, pointed out some 
of the factors which should be taken 
into consideration by institutional and 
individual investors at this time. 

The country’s $700,000,000 of gold 
imports characteristically, he said, had 
affected the market for high-grade bonds 
as no other factor, and he stated that 
further imports, if they should come, 
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would tend still further to raise the price 
of high-grade issues and correspondingly 
depress the yield, now at the lowest 
point in twenty years. Conversely, Dr. 
Edie said that the export of any sub- 
stantial amount of gold would depress 
bond prices and increase their yield. 
History often recorded the accuracy of 
such an observation, he said, pointing 
out that the bond market was at pres- 
ent in what might be called “top third,” 
where it was most risky from the stand- 
point of long-term commitments. 


. 


‘We are now in what might be called 
a rousing bull market in high-grade 
bonds,” said Dr. Edie. “Yield values 
are at the lowest point in the last two 
decades. With a continuance of the 
present confidence in the integrity of 
our Government and in its institutions, 
it is probable that interest rates on our 
high-grade bonds will average distinctly 
lower in the next two decades than over 
the last twenty or thirty years. 

“The impetus for the sharp run-up in 
these securities is provided by the gold 
situation. In the last few months we 
have imported about $700,000,000 and 
this gold has had the effect of increasing 
the reserves of member banks of the 
Federal Reserve System throughout the 
country, giving them at the present time 
excess reserves of about $1,500,000,000. 

“We have been somewhat deceived 
by the much-heralded gold profit of the 
Government,” Dr. Edie said. “This 
profit of something under $3,000,000,- 
000 reposes in the Treasury completely 
sterilized and without effect marketwise 
so that by no stretch of imagination can 
it be called an inflation factor. The 
effect is no more than if the profit had 
not been taken. Our imports of gold 
are the principal factor, but it should 
be remembered that our exports, should 
they come, affect the market just as 
adversely as imports affect the market 
favorably. This is where the element 
of risk enters into the market for high- 
grade bonds.” 


The speaker went on to say that the 
repudiation of the gold clause by the 
Federal Government a year ago infuri- 
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ated many investors but that “today 
these same investors, or many of them, 
are falling over themselves to buy gov- 
ernment bonds, not alone because they 
are tax exempt but because of their ap- 
preciation in price, which has led to 
heavy speculative buying. These inves- 
tors are perfectly willing to pay the high 
premiums that exist, and although con- 
fidence is a big factor in this demand 
for high-grade bonds, the more impor- 
tant reason for this bull market in high- 
grade bonds is the importation of gold,” 
he said. 

Dr. Edie added: “There are parallels 
for this situation, both in this country 
and abroad, and there are abundant 
precedents to constitute a warning to 
those who figure they cannot lose by 
purchasing high-grade bonds. Between 
1899 and 1920 the investment of $1,- 
000,000 in highest grade bonds would 
have netted a loss by 1920 of $250,000 
to $300,000, or about 25 per cent. of 
the principal. Extreme speculation in 
so-called riskless investments, or specu- 
lating on yield values, is not a safe 
practice.” 

The Administration’s threat to make 
future issues of government bonds tax- 
able under the income tax caused a 
stampede to buy old issues which were 
tax exempt, and this was cited by Dr. 
Edie as another factor in the present 
price situation. 

High prices for bonds represent “a 
trend distinctly opposed to high com- 
modity prices,” Dr. Edie said. “If you 
assume higher prices for commodities, 
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then you must also assume lower prices 
for bonds. 

“The difference between 2-year and 
15-year bond yields is not sufficient to 
compensate for the difference in risk. 

“Watch the imports and exports of 
gold. I do not wish to predict what 
the future course of prices for high- 
grade bonds will be. I have sought only 
to point out some of the factors and 
elements which should be considered by 
investors at this time.” 


FUTURE OF THE RATE OF 
INTEREST 


HIS is now a favorite subject of 
discussion among financiers and 


economists. At present, the low 
yield which gilt-edged securities are af- 
fording, and other conditions also, war- 
rant the conclusion that for a consider- 
able period ahead the interest rate on 
investments of this type will be low; 
but remembering how past predictions 
in this respect have turned out, one 
would not be safe in placing too much 
trust in this conclusion. Stagnant busi- 
ness, restrictions on foreign loans, and 
various other factors, are now operat- 
ing to keep interest rates down, and the 
outlook for an early change in the situa- 
tion does not appear encouraging. But 
the past has not lacked surprises in this 
direction, as may again be the case. 


INVESTMENT BANKERS CODE 


HERE has lately been issued in 
pamphlet form the Code of Fair 


Competition for Investment Bank- 
ers, accompanied by a descriptive analy- 
sis of its fair practice provisions and a 
history of its preparation. The foreword 
of the pamphlet contains this statement: 

“It should be remarked that this code 
is in no small measure owing to the un- 
tiring efforts of the code drafting com- 
mittee of the Investment Bankers As- 
sociation of America, under the able 
leadership of Colonel Allan M. Pope, 
chairman, and Frank L. Scheffey, vice- 
chairman. In the formation of the 
preliminary draft of the fair practice 


provisions this committee devoted more 
than three months of incessant effort in 
its endeavor to develop a code which 
would genuinely represent a new deal 
in the investment banking business.” 

With regulation both from within 
and without, the business of dealing in 
securities should be thoroughly purged 
of any uncleanness heretofore attaching 
to it. 


WHEN STOCKS ARE NOT IN- 
VESTMENT SECURITIES 


CCORDING to a recent ruling of 
Ae Comptroller of the Currency, 
national banks and state banks 
members of the Federal Reserve, cannot 
buy shares of stock on order from their 
dealers. This ruling is based upon the 
interpretation of the term “investment 
securities” as used in the Banking Act 
of 1933. While it does rule out shares 
of stock as “investment securities” under 
the terms of the act, it cannot, of course, 
alter the fact that there are a number 
of shares fairly entitled to be classed as 
investment securities quite as much so as 
several of the classes enumerated in the 
act. 


“INVESTMENT BANKERS” 


UST why dealers in securities should 
be classified as “bankers” is not quite 
clear, since they do not, ordinarily, 
carry on the usual banking func- 

tions of receiving deposits and making 
discounts. Perhaps the term “banker” 
is supposed to confer an air of respecta- 
bility and to imply trustworthiness, al- 
though in these days that consideration 
is less potent than in other times. 

It is also astonishing, seeing to what 
lengths Congress has gone in legislating 
on the issue and sale of securities, that 
it has failed to enact laws defining 
‘investment banks,” fixing their capital 
requirements, the qualification of their 
officers and regulating their operations 
generally as is done with respect to the 
national banks. If Congress has the 
constitutional power to regulate the sale 
of securities, it would seem also to have 
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the power to regulate the organization 
of concerns dealing in securities. 

Those engaged in handling invest- 
ments might be terrified at the prospect 
of further legislation affecting their 
business; but if a reasonable law provid- 
ing for the Federal incorporation of in- 
vestment banks could be enacted, it 
would set up a common standard of 
such organizations, in certain respects, 
and would thus assure greater public 
confidence than at present attaches to 
all concerns styling themselves “invest- 
ment bankers.” 

Those engaged in underwriting and 
selling securities recognize the desirabil- 
ity of an improvement in their methods 
of doing business, as witnessed by the 
investment code, mentioned elsewhere. 
They are no doubt both capable and 
willing to make such improvement with- 
out the legislation discussed above. 


IN PRINCIPAL CITIES 


AMERICAN BANKERS ATTEND 
MEXICAN BANKERS 
CONVENTION 


AN international aspect was given the recent 
convention of the Mexican Bankers Associa- 
tion by the presence of a number of Ameri- 
can bankers whose institutions have Mexican 
connections. They were received in a most 
cordial and friendly spirit. Among them, 
Herman G. Brock, vice-president of the Guar- 
anty Trust Company of New York, delivered 
a very able address in Spanish on “The Crisis 
of 1933 and After,” which was commented 
on in the Mexican newspapers. Joseph C. 
Rovensky, vice-president of Chase National 
Bank, New York, spoke on international ex- 
change, while E. Leuenberger, assistant vice- 
president of Wells Fargo Bank & Union 
Trust Co., San Francisco, read an interesting 
paper in Spanish on gold as a final basis for 
international transactions. William H. Schroe- 
der, vice-president of the Citizens National 
Bank of Los Angeles, and L. L. Lentz, vice- 
president of the First National Bank of San 
Antonio, also attended. 





LEARN FROM THE 
EXPERIENCE OF OTHERS 


No MATTER what your banking 
problem may be you are pretty 
sure to find a book that will help 
you. Some other banker has had 
to cope with your particular prob- 
lem and by experience and trial 
and error he has learned the way 
to solve it. Most of the answers 
to your problems are to be found 
in the pages of the literature of 
banking. 


When the Bankers Publishing 
Company first entered the book 
publishing field, the problem of 
bankers and students of finance 
was to get any book on the spe- 
cial phase of banking in which 
they were interested. Nowadays 
the problem is that of getting the 
right book. 


It was with this problem in mind 
that the Bankers Publishing Com- 
pany inaugurated its book depart- 
ment, where it gives information, 
not only concerning those books 
which it publishes, but concerning 
those of other publishers as well. 


A carefully tabulated record 
is kept of all books on subjects 
connected with banking, econom- 


ics and finance, so that requests 
for information concerning books 
on any phase of banking may be 
promptly and fully answered. 


In addition to giving information 
as to books on banking subjects, 
the book department is also ready 
to fill orders for any book pub- 
lished. All orders are given 
prompt and careful attention 
and are shipped direct to the 
customer either by mail or ex- 
press. 


Another service which aids the 
banker in getting the right book 
is our approval policy. Realizing 
that it is difficult to decide on the 
suitability of a book without actu- 
ally examining it, we send any of 
our own books on five days’ ap- 
proval to banks or bankers. At 
the end of that time the books 
may be returned or a remittance 
sent if they are satisfactory. 


These services are for your con- 
venience. We hope that you will 
make use of them. Write us 
what your interests are and we 
will send you a list of recom- 
mended books with prices. 


“TEADQUARTERS FOR BANKING BOOKS” 


Bankers Publishing Company, 465 Main St., Cambridge, Mass. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


Debt Negotiations Hold the Stage 


EBTS are again occupying a large 
share of attention across the At- 
lantic. Negotiations have been 

proceeding at Berlin for several weeks 
looking to some means of providing a 
plan for handling the transfers which 
Germany must make to her creditors. 
These negotiations, at the time this is 
being written, had not been successfully 
concluded, and a divergence of views 
had arisen between American and Brit- 
ish creditors on German account. The 
now ancient war-debts controversy has 
again flared up, due partly to American 
legislation which would class as “de- 
faulters” nations making “token” pay- 
ments of their obligations to the United 
States of America. Strong talk has been 
indulged in on both sides of the Atlan- 
tic, but when the emotion this has 
aroused disappears, consideration will 
have to be given to this old and trouble’ 
some problem with a view to its adjust- 
ment on a basis of fairness and prac- 
ticability. Not much help toward a 
settlement on such a basis is afforded by 
fiery speeches in the American Congress 
or by bitter editorials in the London 
newspapers. Responsible statesmen and 
calm counsels must prevail in the end. 

Something resembling a trade war has 
broken out between Great Britain and 
Japan, due to the inroads the latter 
country has been making of late on 
British trade. To meet this competition 
Great Britain has put into effect quotas 
on the importation of goods from Japan, 
a policy, however, which can only be 
applied in the United Kingdom and the 
Colonies and is not applicable to the 
self-governing dominions. 

With the disappearance of parliamen- 
tary government in Austria, that coun- 
try has settled down to a condition of 
comparative tranquility and elsewhere 
in Europe political affairs are in a fairly 
quiescent state. 


The 


more 


problem of disarmament—or 
properly that of limitation of 
armaments—seems no nearer of solu- 
tion than for some time past. There is 
a continuous exchange of views, more 
or less acrid in tone, between the gov- 
ernments concerned, but no_ actual 
progress toward agreement. At present, 
the outlook is for a competitive arma- 
ment race among the world’s leading 
powers—a result regarded with satis- 
faction by the munitions and armament 
makers but with grave apprehension by 
most others. If current literature is to 
be trusted, the makers of this class of 
goods are chargeable with a large share 
of responsibility for war, eager to sell 
their wares to enemy countries or their 
own. 

By taking extraordinary precautions, 
the coalition ministry in France pre- 
vented expected outbreaks on May 1, 
but it is widely considered that the per- 
manent success of this emergency union 
of divergent political elements is some- 
thing still awaiting future testing. 


GREAT BRITAIN 


Results of the income and outgo of 
the United Kingdom for the fiscal year, 
which ended on March 31, show a sur- 
plus of £31,000,000. In addition to 
allocation of a large part of this sum to 
a reduction of the public debt, the Chan- 
cellor of the Exchequer announced that 
there would be a restoration of one-half 
of the amount of salary cuts as from 
July 1, and full restoration of unem- 
ployment benefits, and a cut of 6d in the 
income tax. 

Following are some extracts from the 
monthly letters of the leading banks: 


Lloyds Bank Limited Monthly. Review 

(April) 
The improvement in trade on: the 
whole was well maintained. There has 
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sound basis. 
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been the normal seasonal improvement 
in employment, railway trafhc receipts 
remain above last year’s level, and re- 
tail trade for February also showed an 
improvement of 3 per cent. on a year 
ago. Coal production was the highest 
for any February since 1930, and the 
output of iron and steel established a 
similar record. New building plans 
registered a substantial increase over last 
year. On the other hand, in one or two 
trades there is an impression that new 
business is beginning to fall away. Con- 
tinental competition is becoming more 
noticeable in the iron and steel indus- 
try, and certain of the engineering 
trades are beginning to comment upon 
the growth of American competition in 
both the home and neutral markets. The 
motor industry, however, is still free 
from American competition. On the 
whole, the outlook for home trade re- 
mains good, especially when it is re- 
membered that there is often a slight 
lull immediately before the budget. 


Westminster Bank Review (April) 


The trade returns for March make a 
satisfactory showing. Imports, at £61,- 
969,627, were higher by £5,618,015 
than a year ago, and exports, at £38,- 
699,957, showed an increase of £2,166,- 
216. 

Over £4,000,000 of the large increase 
in imports was located in the raw mate- 
rials group. All the items in this group 
rose to higher levels, indicating a gen- 
eral call for raw materials of all kinds, 
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and providing an illustration of the 
widespread extent of the trade recovery. 


Midland Bank Monthly Review 
(March-April) 

This publication carries an interest- 
ing article on “Gold and Money—In- 
ternal Effects of American Devaluation.” 
It also contains reports from the chief 
industrial, commercial and farming 
quarters showing the course of trade 
and industry. 


Not only does the comfortable budget 
surplus reflect the improved conditions 
in the United Kingdom, but further 
gratifying evidence to the same effect is 
afforded by the steady decline in unem- 
ployment. This has continued for so 
long as to offer a striking confirmation 
of the view that the British Isles are now 
well on the way to better times. 


FRANCE 


Parliament having adjourned on 
March 16, the question of balancing the 
budget was immediately taken up by 
executive decree, through the exercise 
of special powers granted. The amount 
required to cover the anticipated deficit 
was estimated at about 4,000,000,000 
francs, a large part of which it has been 
hoped to be met by decreasing civil pen’ 
sions, retiring approximately 10 per 
cent. of the civil service, reducing the 
salaries of those retained, eliminating 
various subventions and cutting military 
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expenditures. Strong opposition, how- 
ever, is being met from the groups af- 
fected. It is hoped that once the budget 
is balanced and the finances of the state 
are placed on a sound basis, there will 
be a sufficient revival of confidence to 
permit conversion operations which will 
eliminate the danger that has long 
threatened the treasury and also an 
appeal to funds now hoarded to pro- 
vide the means with which to carry out 
a large new public works program. 
Industry and trade are in an unsatis- 
factory state in general, although there 
has of late been a revival of building 
operations, with a slight decline in un- 
employment in that branch. 

A renewal of foreign confidence in 
the position of France is indicated by 
recent increases in the gold stock of the 
Bank of France. 


SWEDEN 


Good reports continue to come from 
this country. Unemployment is declin- 
ing and conditions in the export indus- 
tries are steadily improving. At the 


end of the first quarter of this year note 
circulation of the Riksbank was 644,- 
000,000 crowns, against 598,000,000 at 
the end of the preceding quarter. Gov- 
ernment, municipal and industrial loan 
conversions have continued during the 
first quarter of 1934. The 1934-35 
budget has been balanced at 1,052,000,- 
000 crowns. Most of the expenditure 
for public works and unemployment re- 
lief has been provided for by short-term 
loans. During the first quarter of the 
year there was a slight rise in agricul- 
tural prices. 
SPAIN 


Spanish business activity has tended 
to gain in recent months and the general 
level during the first quarter of 1934 
was fully as high as in the corresponding 
period of last year. Annual reports of 
a number of important banks reflect an 
abundance of ready money with a dis- 
position for investment, although the 
principal tendency is still toward gov- 
ernment bonds with their fixed interest 
rate and relative security. Confidence 
in the general situation in the country is 
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apparently reflected in the inclination 
toward greater investment in urban 
property in recent weeks and in the re- 
duced rates of interest on real estate 
mortgages in Madrid. According to the 
1933 annual report of the postal savings 
banks, the accounts of clients exceeded 
those of 1932 by 21,000,000 pesetas. 
Stock exchange quotations and bank 
clearing-house transactions continue 
their upward trend. The railroad situ- 
ation likewise reflects slightly better 
business than last year in greater car- 
loadings and in larger revenues for two 


of the leading lines; there has also been 
a considerable gain in coal delivered for 


consumption. The agricultural outlook 


is good. 
AUSTRIA 


Conditions appear favorable for 
economic improvement in Austria, now 
that political conditions have become 
calmer. The government finances have 
been strengthened by a reduction of 
expenses at a greater ratio than the de- 
cline in revenues. The National Bank 
has not yet attained the bullion reserve 
which it held before the crisis in Febru- 
ary, though its present position is 
stronger than at any time since the sum- 
mer of 1931. Exchange restrictions, 
however, have not relaxed. Wholesale 
prices are higher than a year ago, the 
index for the first quarter standing at 
110.9 (1928 equals 100) as against 
107.0 for the 1933 period. The cost of 
living has remained practically un- 
changed. A considerable gain in indus- 
trial production is reported. 
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SWITZERLAND 


Swiss foreign trade in the first quar- 
ter of 1934 declined somewhat in value 
as compared with the corresponding 
quarter of 1933 but the balance im- 
proved slightly. Imports in this year’s 
period have been valued at 352,800,000 
francs, a decline of 6.3 per cent. from 
1933, while exports at 199,500,000 
francs show a loss of only 3.1 per cent. 
The number of unemployed has lately 
shown a slight decrease. 


POLAND 


The upward trend visible at the be- 
ginning of 1934 continued throughout 
the first quarter of the year, with for- 
cign trade, industrial production, and 
the position of the Bank of Poland all 
showing signs of strengthening as com- 
pared with the corresponding quarter 
of 1933. With this improvement whole- 
sale prices declined, which enabled ex- 
porters to compete more forcefully in 
foreign markets with countries main- 
taining high price levels as well as those 
with devaluated currencies. 

Addressing the recent annual meet- 
ing of shareholders in Warsaw, the 
president of the Bank of Poland, Dr. 
W. Wroblewski, stated that in spite of 
serious difficulties 1933 was for the bank 
a much better year than any since 1929. 
Among the difficulties were the collapse 
of the dollar, but several fortunate cir’ 
cumstances enabled Poland to escape the 
ensuing general disorder. He reported 
that the transition from the gold-ex- 
change standard to full gold cover, 
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which had been decided at the bank’s 
general shareholders’ meeting last year, 
had proved successful. Poland was the 
first country to adopt this plan, which 
fact, as well as her subsequent quick 
and correct decisions in matters affect- 
ing her monetary policy, strengthened 
confidence in the zloty at home and 
abroad, and since July last the currency 
situation in Poland has shown a very 
real improvement. By the end of May, 
1933, the outflow of gold and currency 
reserves had completely stopped, and 
the movement of foreign bills had re- 
sulted in considerable surpluses, of 
which a large part was used for the 
repatriation of Polish foreign dollar 
loans. At the present time more than a 
third of the total issue of 7 per cent. 
stabilization loan is in Polish hands. 


DENMARK 


Bank statements for 1933 reveal gen- 


erally increased earnings. An unex- 
pected increase in government revenues 
together with a saving in expenditures 
for interest on the national debt was 
expected to reduce by 15,000,000 
crowns the anticipated deficit for the 
fiscal year ending March 31. The 
Copenhagen conversion loan of 50, 
000,000 crowns was well received and 
is reported to have been oversubscribed 
by approximately 10,000,000 crowns. 
Considerable interest was exhibited in 
the public reception of this flotation in 
view of the contemplated conversion of 
certain state loans. 


JAPAN 


Japan’s national debt on March 31 
totaled 8,139,000,000 yen, against 7,- 
054,000,000 yen at the end of March, 
1933. Domestic loans totaled 6,724,- 
000,000 yen and foreign loans 1,415,- 
000,000 yen, compared with 5,664,000,- 
000 yen and 1,391,000,00 yen respec- 
tively in March, 1933. Bank deposits 
for March showed an increase of 
45,000,000 yen over February but loans 
declined by 58,000,000 yen. Most of 
the decline in loans occurred in long- 
term issues as short-term transactions 
increased. The Bank of Japan retail 
price index on April 1 registered a gain 
of .1 per cent. over March 1, but the 
Tokyo Chamber of Commerce retail 
price index on April 15 indicated a de- 
cline of .1 per cent. from March 31. 
An apparent reason for the difference 
between the two indexes is that the 
Tokyo Chamber of Commerce index 
contains more food items than the Bank 
of Japan index 


MEXICO 


Recently there has been a slowing 
down of the business pace, and it is re- 
ported that credits are being subjected 
to closer scrutiny. 

The Canadian Bank of Commerce 
closed its Mexico City branch at the 
end of February, and the Bank of 
Montreal discontinued its operations in 
Mexico, effective April 30. 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
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See Revival of Export Trade 


cause acceptances may be sold to the in- 


GENERAL revival in American 
export trade was prophesied by 


J. G. Geddes, vice-president of 
the National City Bank of Cleveland, 
and head of its foreign trade depart- 
ment, in a talk before the Foreign Trade 
Conference of the Chamber of Com- 
merce of the United States held in 
Washington last month. 

In anticipation of the revival, Mr. 
Geddes urged banks to place themselves 
in a position where they can utilize their 
credit facilities to the greatest advantage 
in financing foreign trade. He urged 
further that banks and business men 
generally develop a thorough under- 
standing of the credit machinery and 
facilities for financing foreign trade in 
advance of the expansion of exports 
which he is anticipating. 

In this connection he suggested a 
wider use of bankers’ acceptances as the 
most satisfactory method from the view- 
points of both the exporting manufac- 
turer and the banker. 

“This method,” he said, “is of ad- 
vantage to the manufacturer, because it 
ordinarily constitutes the cheapest form 
of export financing which he can ob- 
tain. 

“It is of advantage to the bank he- 


vesting public, and therefore do not tic 
up the bank’s funds except for an ex- 
tremely brief period.” 

He further stated that acceptances are 
one of the safest forms of investment 
and that during the 20 years in which 
they have been used no investor has lost 
a dollar of his principal. He added 
that it is highly desirable that a broad 
market for acceptances be assured. 

Mr. Geddes pointed out that export 
trade is essential to the prosperity of 
American business. During prosperous 
years this mounted to 10 per cent. of 
the country’s total manufacturing and 
raw materials and often represented the 
difference between profit and loss. 

“T cannot conceive,” he said, “that 
the business men in the United States 
are going to sit back and let the other 
countries of the world take present ex- 
panding foreign markets away from us 
without a struggle. 

“I reiterate that we have for our use 
the necessary machinery whereby at least 
70 per cent. of our export trade may 
readily be financed without disturbing 
domestic credit. What is needed is a 
more widespread knowledge of that fact, 
in order that we may make the most of 
the facilities available to us.” 
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Through its network in Canada of more than 
550 branches — each of which is in intimate 
contact with the economic life of the particular 
community it serves —the Bank of Montreal 
provides Ametican banks and trust companies 
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the Dominion, as well as with sources of val- 


uable business information. 
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Current Conditions in Canada 


TRIKING gains in Canadian busi- 
ness during the past year are re- 
flected in the Business Summary 
issued by the Bank of Montreal on 


May 23. The bank comments on the 
situation as follows: 


The weekly economic index computed by 
the Dominion Bureau of Statistics stood at 
93.8 for the week ended May 5, compared 
with 78.8 for the corresponding week of 1933 
—a gain of 19 per cent. External trade 
made a striking increase in April when im- 
ports rose $14,358,000, or 70 per cent. over 
the corresponding month last year, and 
domestic exports increased $11,571,000, or 
57.5 per cent. These are remarkable figures. 
They reveal the largest volume of commerce 
in April since 1931, attributable in the case 
of exports largely to the Empire preferential 
tariff agreements, and in the case of imports 
to the rising tide of business activity within 
Canada. Tctal ordinary Federal revenue for 
April showed an increase of considerably over 
$5,000,000, compared with April a year ago. 

Among production records, newsprint 
again stood high with an output of 206,500 
tons, compared with 210,129 tons in March, 


and 174,000 tons in February. Exports of 
planks and boards were down from March, 
as was the similar movement in shingles. Iron 
and steel production, on the other hand, was 
firmly maintained, the output of pig iron 
rising from 12,101 long tons in March to 
27,355 in April, against a complete shut- 
down of furnaces in April, 1933, while steel 
ingots and castings remained steady, a pro- 
duction of 70,363 long tons in April com- 
paring with one of 72,923 in March, and 
only 11,384 in April, 1933. Automobiles 
again contributed one of the notable records 
of the month, in a rise from 14,180 pro- 
duced in March to 18,363 in April, com- 
pared with 8,255 in April, 1933. Increasing 
activity continues in the production and ex- 
port of such metals as copper and _ nickel, 
while in the case of gold, milling of ore and 
prospecting are spurred to new levels by the 
high premium on the metal. 

The carry over of wheat in the Prairie 
Provinces is gradually diminishing, the visible 
supply in Canada on May 11, 202,717,000 
bushels, being 9,158,000 bushels less than 
at the same date last year. The first Domin- 
ion crop report report of the season pre- 
figures a reduction in spring wheat acreage 
of 2,112,800 acres, or 8 per cent., which 
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would bring the figure back to the 1928 level 
and 3.3 million acres below the record high 
level of 1932. Acreages of barley, spring 
rye and flax-seed are also downward, the last- 
mentioned promising to be the lowest since 
1909. Oats, mixed grains and potatoes, on 
the other hand, are 2 per cent. above last 
year; for oats the 1934 acreage if realized 
will be the highest since 1924. 

Car loadings for the week ended May 5 
amounted to 43,453 cars, an increase over 
the previous week's total of 292 cars, and 
over the total for the corresponding week in 
1933 of 6044 cars. They were also 2226 
cars, or 5.4 per cent., above the 1932 load- 
ings. Railway gross revenues have continued 
to rise. 


The favorable developments in pro- 
duction and trade in the Dominion of 
Canada previously reported continue, as 
may be seen from information gleaned 
from reports made by some of the banks. 

The Royal Bank of Canada in its 
May report says: 

Throughout Canada business activity con- 
tinues to expand. March, 1933, constituted 
the low point in the depression and since that 
month recovery has been rapid, consistent 
and impressive. In the past three monhs 
carloadings were almost twenty-five per cent. 
larger than in the corresponding months of 
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1933, steel production trebled, automobile 
production rose from 13,288 units to 29,655 
units, and newsprint made a gain of 42 per 
cent. over the volume produced in the first 
quarter of 1933. The power industry has 
expanded operations to meet revived indus- 
trial demand, and the volume of energy gen- 
erated has established new records appreciably 
above the peaks attained in 1929. Gold 
mining is more prosperous than ever before. 
The output of base metals bids fair to es- 
tablish new records. In both the Maritime 
Provinces and British Columbia there is ac- 
tive demand for more lumber than has been 
ordered in many years. A remarkable ad- 
vance has taken place in security prices. The 
advance registered in the prices of industrial 
bonds has been sufficient to warrant the hope 
that the time is not far off when it should 
be possible to float new securities to finance 
the requirements of industry, and the advance 
in the price of government bonds has been 
of such magnitude as to permit refinancing 
at an appreciable saving in interest charges. 

While the favorable items mentioned in- 
clude many of those activities in which the 
gains have been most pronounced, there are 
but few types of industry where the im 
provement has not reached considerable pro- 
portions. 


The Monthly Letter of the Canadian 
Bank of Commerce for May reports: 
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The renewal upturn in industrial opera- 
tions to which we drew attention last month 
has been extended to the second quarter of 
the year. Although the available reports on 
activity in April indicate a smaller increase 
than occurred in March, when the gain in 
certain industries was abnormal, the general 
level of business activity rose to its highest 
point since the early part of 1931 and was 
only about 10 per cent. below the average 
for 1926, the best post-war. year for pur- 
poses of comparison. One of the most in- 
fluential factors in this latest improvement 
was a further increase in the volume of con- 
struction contracts awarded, which was 50 
per cent. greater than in March of this year 
and one-third above that of April, 1933. 
Preliminary reports indicate a further ad- 
vance in the production of newsprint, lum- 
ber, automobiles and machinery, as well as 
the continuation of steel and textile mill 
operations on about the same satisfactory 
scale as in the preceding month. Further- 
more, the improvement in Canadian industry 
has continued toe spread over a wider field 
to include manufactures, such as merchan- 
dising equipment, for which there was for- 
merly an exceptionally limited demand. 

With complete data before us we are able 
to state that the March record for the major 
industries was the most impressive in several 
years. As was foreshadowed in the last issue 
of this Letter, there was a marked increase 
in steel production, which was 26 per cent. 
over February of the current year and about 
six times greater than in March, 1933. Auto- 
mobile production was not only two-thirds 
greater than in February, 114 per cent. above 
that of the like month of last year and the 
largest of any month in nearly three years, 
but actually fell short of current demand, 
notwithstanding that the output for the 
domestic market was practically doubled. The 
output of newsprint rose 20 per cent. above 
February and 53 per cent. above March, 
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1933, reaching, in fact, the highest point 
since May, 1930. The lumber cut increased 
slightly, even in the face of a labor dispute 
in British Columbia of some months standing 
which resulted in the closing of several of 
the major logging camps and which, if pro- 
longed much further, may cost this country 
some new and hard-won foreign markets. 
Following a seasonal lull, mining operations 
were On an ascending scale, substantial gains 
being reported in the production of coal in 
the East, and of nickel, zinc and asbestos. 

The employment of a greater volume of 
money in the form of checks on bank de- 
posits is additional evidence of a quickening 
of the pace of business. These bank debits 
increased about 20 per cent. during March, 
and their ratio to deposits, denoting the turn- 
over of this fund of money, about 18 per 
cent.; these figures were unduly sweiled by 
record speculative transactions in mining 
shares in Toronto, but even if all debits, both 
speculative and commercial, at this important 
center are left out of account, a noteworthy 
increase remains. Commercial loans by the 
chartered banks also rose, a not unusual sea- 
sonal movement, but in the present instance 
the increase was greater than in March of 
last year. Employment declined slightly, 
owing to labor trouble, a seasonal contraction 
in logging and railway maintenance work and 
a steep fall (which has since been reversed) 
in the volume of railway freight traffic in 
the latter part of March. 

While there is conclusive evidence of a 
notable expansion in domestic trade, it is clear 
that the most important factor in the rise in 
Canadian production is foreign trade. The 
export returns for March were not only more 
than 50 per cent. above those of February, 
but the highest since 1929 for any corre- 
sponding month. A striking feature was the 
increase in exports of agricultural and ani- 
mal products compared with the analogous 
figures for 1933, but, as has been the case 
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each month during the past year, the best 
records were those of wood products (par- 
ticularly newsprint and lumber) and non- 
ferrous metals (principally copper and 
nickel). Moreover, all other major classes of 
exports increased. Imports continued to rise, 
owing mainly to heavier receipts of raw ma- 
terials, such as cotton and rubber, required 
for industrial purposes. 
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INTERNATIONAL BANKING 
NOTES 


Tue BANK OF SCOTLAND announces the re- 
tirement of George J. Scott as treasurer of 
that institution, a position he had occupied 
‘since 1902, having formerly been general 
manager of the Union Bank of Scotland. 
From 1924 to 1926 and from 1930 to 1933 
Mr. Scott was president of the Institute of 
Bankers of Scotland, and had held other im- 


portant offices in accounting and commercial 


organizations. ' Under his direction the Bank 
of Scotland increased its reserve fund from 
£550,000 in 1920 to £2,200,000 in 1934, 
and the profit carried forward from £54,934 
to £250,679. 


WIENER BANK’*VEREIN.—The merger of this 
institution with the Austrian Credit-Anstalt is 
announced. The latter will also take over 
the banking business of the Neideroester- 
reichische Escompte-Gesellschaft. 


Mitsur Bank, Limitep.—At the general 
meeting of shareholders of this bank, held 
on March 31, the balance-sheet as of Decem- 
ber 31, 1933, was presented. It showed a 
profit for the half year of yen 12,926,392.53, 
appropriated as follows: Reserve fund, yen 1, 
000,000; pension fund, yen 559,800; bonus, 
yen 280,000; dividend to shareholders, yen 2,- 
400,000; balance carried forward to next ac- 
count, yen 8,686,592.53. 

In his address to the shareholders, Naojira 
Kikumoto, chairman, said: ‘Coming to the 
figures on the balance sheet of the bank, the 
total deposits stood at yen 715,280,000 at 
the end of the term, showing a gain of 
yen 18,320,000 over those of six months ago. 
Loans and discounts, excluding call loans, 
amounted to yen 409,390,000, revealing an 
expansion of yen 22,540,000 in comparison 


with those of the previous term, while foreign 
bills purchased increased by yen 6,550,000 


and amounted to yen, 67,430,000. In spite 
of easy monetary conditions, the net profit 
for the term could be favorably compared 
with that of the previous term, thanks to the 
increased earnings in security business.” 


CoMMONWEALTH BANK OF AUSTRALIA. For 
the second half of last year a profit of 
£519,782, compared with £715,566 for the 
first half of the year. The reduction is ac- 
counted for by the larger amount realized by 
the Treasury from the note-issuing depart: 
ment. 


BANK OF JAPAN. Net profit of this institu- 
tion for the year 1933 was 36,893,241 yen, 
an increase of 13,910,795 over the preceding 
year. 

During the year 1933 there was no altera- 
tion in the bank’s capital of 60,000,000 yen, 
of which 15,000,000 yen is uncalled. 

The reserve fund, amounting to 109,140, 
000 yen at the settlement of the accounts 
for the second half of the preceding year, is 
increased to 110,940,000 yen by the alloca- 
tion of 1,800,000 yen for the year. The 
fund represents 246 per cent. of the paid-up 

capital of the bank. 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Edited by T. D. MacGrecor of MacGregor & Woodrow, New York 


New Business Suggestions 


HE heart of the “New Business 

Department” of the modern bank 

or trust company is the so-called 
“Central File.” This is a set of alpha- 
betical cards—thousands of them in some 
cases—one for each depositor or client 
of the institution. Provision is made for 
a complete record of each account and 
the person or persons in charge keep the 
information up-to-date. One typical 
central file card contains such data as 
these: Name and address; business; in- 
troducer; former and other present 
_ banking connections; credit rating; the 
departments of the institution with 
which the depositor has done or is doing 
business; the monthly average balance 
of the account. 

The central file reveals possibilities of 
getting more business from present cus- 
tomers. A glance at a depositor’s card 
shows the departments he is not using 
and thus makes it easy to follow him up 
in behalf of those departments. But the 
central file also contains cards for pro- 
spective depositors or clients. In compil- 
ing mailing lists of prospects, banks have 
found the following sources valuable: 

1. Items in daily newspapers. One 
successful institution says that in normal 
times its most productive lists come from 
a careful reading of the newspapers and 
making cards from the following infor- 
mation: 

a. Persons who have sold property 
and hence may have ready money. 

Beneficiaries under wills. 
All real estate news. 


Telephone directory. 
Lists of charge accounts at vari- 
s stores. 
4. Names of automobile owners. 
5 


Names of holders of recorded 
mortgages. 


ou 


6. Salesmen, managers, and other 
employes of commercial and industrial 
concerns. 

7. All persons having property 
assessed above a certain figure for real 
estate and for personal property. These 
names are obtained from published tax 
lists or from public records. There are 
concerns that make a specialty of fur- 
nishing lists taken from records. 

8. Lists of tax-payers. 

9. The social register. 

10. Club Membership lists. 

11. Analysis of all checks passing 
through the clearing department. This 
gives a line on the location and extent 
of banking relations of local business 
men not doing business with the bank. 

12. A card record of inquiries from 
newspaper advertisements. 

13. Lists of new corporations. 


Is the New Deal 
keeping You on the Jump? 


N these days of changing conditions and new 
I government requirements, many business 
men are kept on the jump. They have little time 
to wateh their own investments. And investments 
certainly need watching these days. 

Any man so burdened can secure relief by estab- 
lishing a trust arrangement with this trust company. 


Cleveland Trust 


Convenient Branch Banks Throughout Greater Cleveland 


Member Federal Reserve System 


Te Customers of our Main Office | 
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A New Deal Ad. 





A timely suggestion to a 
a bank president 


HOSE stoop-shouldered depositors in your lobby aren't 


looking for lost coins. 


Examining “‘knee-action”’ on 


new cars has curved their backs. Advertising—intelli- 
gently planned, vigorously executed—brought them, eager to 
see and understand, to the auto showrooms. 


These are days of epochal changes, startling news. 


To gain 


public attention, your advertising must be more powerful than 
ever. The public, eager for new facts, will ignore old platitudes. 


These are also days of serious prob- 
lems of good-will building and 
business development for financial 
institutions 


To solve these problems, your ad- 
vertising and new-business plans 
must be modernized. Some of yes- 
terday’s bank publicity policies 
and methods must be discarded. 
Others must be reshaped, revital- 
ized. New ones, to meet today’s 
new situations, must be developed. 


The First Steps Have Been 
Taken and Charted 


Experienced bank officials and the 
executives in charge of publicity 
see this need. Many have been 
thinking long and seriously about 
it, discussing it, reaching conclu- 
sions. Some have already put new 
policies and practices into action. 


The conclusions reached, the ac- 
tions taken, are of vital importance 
to every bank and trust company. 
Today, more than ever, financial 
institutions need the confidence, 


THIS ADVERTISEMENT 


the esteem and the business of the 
public—which they can get and 
hold with the help of intelligently- 
planned advertising, publicity and 
personal solicitation. 


Now the Results Are To Be 
Displayed and Discussed 


These new “1934 model’ financial 
advertising ideas, plans and meth- 
ods are now, for the first time, to 
be gathered together, displayed, 
explained and discussed—at the 
Financial Advertisers Association 
Convention, Buffalo, New York, 
September 10, 11, 12 and 13. 


What an opportunity! You can 
hear and see the solutions, devised 
by the keenest minds in the field 
of financial advertising and business 
development, to your own serious 
problems. You can get ideas and 
facts, in those 4 days, that you 
could get so quickly in no other 
way. And you need them now. 


A Quick Harvest 
of Valuable Information 


You will see room-filling exhibits 
of today’s new advertising mate- 
rial. You will sit in departmental 
meetings at which each of your 
departments’ needs and opportuni- 
ties will be analyzed. You will 
attend sessions at which topics of 
general but no less vital interest 
will be discussed. Speakers and 
discussion-leaders will avoid gen- 
eralities, concentrate on facts and 
information useful to all. 


After meeting hours, you will find 
many other executives who, stimu- 
lated by the day's discussions, will 
gather together again for informal 
interchange of experiences and 
ideas that, in many ways, may 
prove even more interesting and 
informative than the scheduled 
conferences. 
ee 


Resolve now to be there. Come 
with the executive in charge of 
your advertising. And make a 
doubly-firm decision that he shall 
be there, even if later develop- 
ments keep you away. 


It’s your one opportunity in the 
next 12 months to collect, at one 
stroke, the information from which 
you can build the kind of a pub 
licity and new-business program, 
for your institution, that these 
crucial times demand. 


Write now to Preston E. Reed, 
Executive Secretary, Financial Ad- 
vertisers Association, 231 South 
LaSalle Street, Chicago, for reser 
vations and information. 
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ADVERTISING AND PUBLICITY 


14. Voters’ lists. (These are usu- 
ally obtainable immediately after elec- 
tion.) 

15. Names of newcomers, both in- 
dividuals and companies, obtained from 
the telephone company, company, 
news dealers, milk dealers, real estate 
offices, etc. 

Nearly every bank sends out a “thank 
you” letter when a new account is 
opened. A card enclosed in this letter 
asking a few questions as to why the 
person came to the bank and explaining 
that the bank desires to check up on its 
advertising and new business efforts and 
that the depositor’s co-operation will help 
is found to bring many replies. 

However, it has been proved by 
psychological tests that where a person 
cannot give a reason for purchasing a 
certain article ar patronizing a certain 
bank, it can frequently be traced to men- 
tal impressions received from an adver- 


gas 


CONVENIENT PARKING 


is a part of our banking service 
AN ATTENDANT IS CONSTANTLY IN CHARGE 


THE fenced-in and macadamized Parking Lot at 
the rear of the Trust Company building, is for 
the convenience of our customers. On account 
of limited space it is restricted to their use while 
conducting their banking business within the 
bank. 

An attendant is constantly in charge to direct 
drivers carefully in and out of alloted parking 
places. The Mercer street entrance of the Trust 
Company is within sixty feet of the Parking Lot 


This is but one of the many ways in which The 
Hackensack Trust Company is constantly striv- 
ing to give its customers an extra measure of 
service. 


Entrance on Mercer Street 


The Oldest Banking Institution in Bergen County 
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tisement, sometimes long before. In such 
cases the depositor or the buyer is un- 
conscious of the actual reason and if 
asked would not be able to give one. 

A bank’s new business manager who 
realized that many new business leads 
were getting away through lack of 
proper attention worked out a form for 
the use of officers and employes to lessen 
that possibility. It is a blank for names, 
addresses and facts about prospects. The 
blanks are padded and carbon paper is 
used to make out the memorandum in 
triplicate. Every officer and employe is 
given a pad and instructions. Copy No. 
1 goes to the New Business Department, 
where it is immediately looked up and 
checked with the records. No. 2 goes 
to the Credit Department for data as to 
whether or not the prospect is worth fol- 
lowing up. No. 3 circulates among the 
officers, who glance over it without hold- 
ing it on their desks but make notations 


Bus Line Terminals 
are very near the Trust 
Company 


ALL BUSES PASS OUR DOOR 


THE corner of Main and Mercer is the main center 
for Buses, in fact, at this corner or within half a ~ api “4 
of it, all Bus Lines either pass or have Terminals 
Stations. That's one of the reasons why so man 
people who come to Hackensack every week to a >P. 
to transact business, or to work, keep their acco 

at The Hackensack Trust Company 


Convenience in banking is a big factor, so is the ad- 
vantage of being able to enjoy complete banking and 
trust facilities under one roof. The Hackensack Trust 
Company welcomes you and your account 


The oldest banking institution in Bergen County 


Featuring Convenient Banking Location. 
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if they know anything about the in- 
dividual or concern. Otherwise, they 
simply check over the space where their 
initials are and send it on, until eventu- 
ally it returns to the new business man- 
ager. 

The bank’s credit department is fre- 
quently in a position to give valuable 
assistance to the new business depart 
ment. Many good leads may be ob- 


Write to Your 


F you have some active depositors who 
if have been on your books for fifteen, 

twenty, twenty-five, or more years, 
write them a letter of congratulation and 
best wishes. In the replies you will re- 
ceive much good material for effective 
advertisements. You are sure to get 
some excellent testimonials from them 
regarding your service and the satisfac- 
tory manner in which you have handled 
the accounts. One bank which: sent 


out such a letter received, among others, 
a reply from a customer of twenty-five 


SIGN OF A HELPFUL 
LOCAL INSTITUTION 


The Morris Plan diamond trademark is the symbol of a Schenec- 
lady institution which brings to the people of this community all the 
benefits of & system of banking which is giving individual, helpful 
service to ten million people theughout the nation. 

Sence ite om June, 1916—erghteen years ago—The 
Morris Plan Company of Schenectady has loaned about $10,000,000 
te about 59.000 borrowers 


Last yeaf, it loaned over $300.000 on easy terms, to sbout 4,000 
persons in Schenectady and vicmuty. 


The company offers three types of loans, as follows: 
1. COMAKER LOANS es 
or less, signed by the 


provided under the 1: Bs: 


INDUSTRIAL BANKING 

phate ba elhen tant MB cot se ane 

SAVE WHERE YOU CAN BORROW 
THE MORRIS PLAN COMPANY 


OF SCHENECTADY 
AT NUMBER 224 STATE STREET 


A home bank for home people 


“SORES TENA cine nea RE RR 


Appealing to industrial workers. 


tained from the credit files. For example, 
the credit department usually gets early 
information concerning new companies, 
changes in officers, increase of capital, 
etc. The new business staff refer the 
names of their commercial prospects ta 
the credit department before soliciting 
them, thus avoiding the embarrassment 
that would result from seeking business 
which might prove to be undesirable. 


Old Customers 


years’ standing which contained this 
sentence: “I thank you most heartily 
for the good advice you have given me 
in the past and for the kind assistance 
given when needed.” That made a good 
text for a newspaper advertisement. 

If your institution has been in business 
for a great many years, you will find 
that there are a number of accounts 
that have been on the books possibly 
from the very day your bank started. 
It may be in your savings department or 
in your checking account department. 
If the advertising man will investigate 
these old customers he will find that a 
lot of them will be glad to give per- 
mission to the bank to use their names 
and in many cases even their pictures in 
newspaper advertising, circulars or book- 
lets. This can form the basis of some 
very interesting copy; such headings as 
“Sixty years ago today, Mr. John Smith 
opened his account at the First National” 
or “Three generations of Smiths now 
bank at the First National.” 

Whether or not photographs can be 
obtained or the real names given, this 
still forms the basis of good copy which 
will catch the public’s attention and im- 
press upon it the fact that the bank has 
been in service for many years. It will 
be evident that the bank must be giving 
satisfactory service to hold its customers 
in this way. 

The advertising manager will also find 
that he can obtain many complimentary 
letters from customers which can be 
used in his advertising. Something about 
some special or unusual service that was 
helpful is the best subject for a letter 
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of this kind. These letters are good 
whether the writer’s name can be used 
or not. 

In short, it is not a bad idea some- 
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times to make your advertising a state- 
ment of what others think about you, 
rather than what you think about your- 
self. 


Advertising Dollars Earn Dividends 


OU have to have faith in advertis- 
Yin to advertise. Particularly if 
you're advertising a bank. And 
more particularly if a large part of that 
advertising is institutional. For the re- 
sponse to institutional advertising is 
subtle, but then a satire may be just as 
subtle and yet be mightier than a sword. 
But people read bank advertisements 
—and remember the bank’s name. They 
react normally, too. If the ad is in- 
stitutional in character there probably 
won't be much evidence of a response. 
If, on the other hand, it offers $1000 in 
287 cash prizes on the subject, “What 
Would You Do If You Had $1000?” 
you'll probably get a whale of a response. 
At least, the Green Point Savings 
Bank of Brooklyn, N. Y., got 8000 let- 
ters as a result of a two weeks’ cam- 
paign when they did that very same 
thing—with up-to-date merchandising 
technique. Of course, it costs a little 
something to do a job like this, but Miss 
Julia A. Glenn, director of the bank’s 
public relations has an abundance of 
proof that the cost was as nothing com- 
pared to the dividends. What were the 
dividends? A glance will revive any- 
one’s faith in bank advertising: 

1. Through proper coaching of the 
bank’s employes before and during the 
campaign, each of them now has a bet- 
ter understanding of his part as a good- 
will emissary in all contacts with the 
public—an understanding driven home 
by the -heavy mails bringing in returns, 
and by the increased floor traffic. 

2. An accurate cross section of the 
aspirations of Brooklyn people and the 
reasons why they desire savings accounts. 

3. A tremendous gain in good will, 
and a Brooklyn-wide interest in the bank. 

4. An unusual amount of publicity 
concerning the campaign carried in the 


main news sections of New York and 
Brooklyn newspapers. 

5. A priceless mailing list of 8000 
people. 

6. The deep impression given to 
Brooklynites of the bank’s personality. 

7. A substantial increase in deposits 
and new accounts came in immediately. 
In comparison with all other banks in 
Brooklyn, the Green Point, in February, 
showed third highest in new accounts 
and actual gain in deposits. In March, 
the gain almost doubled that of Feb- 
ruary 

Those interested in the details of this 
campaign will find them in the May 


RAILROADS 


The WHY of 


( 


FIDELITY UNION 
TRUST COMPANY 
NEWARK. NE ws E RS Y 


~s Company 


A powerful advertisement. 
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issue of the Financial Advertisers Asso- 
ciation Bulletin—along with samples of 
the advertisements themselves. But even 
from this brief survey it may be judged 
that good advertising well repays the 
faithful advertiser with ample dividends. 


BOOKLETS AND DIRECT MAIL 


@“Vacations Without Money—How 
to Prevent Them” is the title of an ef- 
fective little folder put out by the Mar- 
shall & IIsley Bank, Milwaukee, Wis., 
to promote its Vacation Club. 


@“A Monthly Report to Customers” 
is a feature of the very up-to-date ad- 
vertising of The Bridgeport-City Trust 
Company, Bridgeport, Conn. It is got- 
ten out in the form of a neatly printed, 
8-page, self-cover booklet. The title of 
one of the recent issues is “Business as 
Usual in Commercial Loans.” Month 
after month, this series ought to do a 
lot to educate the bank’s depositors and 
create additional good will for this su- 
perbly housed and well-managed insti- 
tution. 


@ Among good “mass plan” house or- 
gans that have recently come to my at- 


tention are “The Brooklyn 


Savings 


: 2 _— if 
PROGRESS 


‘The airplane iss symbol of the dynamic en- 
orgies of the age—it charset 


It Ws worthy of mem that Topeke citteens 
ave played ® part in this pionsering of an 
unknown 


Progressive 


Bank News,” and “Moments of Inter- 
est” of the Bloomfield, N. J., Bank and 
Trust Company. They are on similar 
lines—a bright-colored illustrated cover, 
and the insides full of pithy paragraphs 
and interesting human pictures, with 
just one page of straight advertising for 
the sponsoring institution. 


g “Custody—a Relief from Administra- 
tive Details—a Source of Investment 
Advice” is the title of the first of a very 
fine series of trust folders being issued 
by The Continental Bank & Trust Com- 
pany, New York. They are illustrated 
from effective photographs of the com- 
pany’s main office on Broad street. 


@ A clever safe deposit folder has been 
put out by The First National Bank and 
Trust Company, New Haven, Conn. 
“Behind this Door” is the title printed 
on the representation of the front end 
of a safe deposit box. There is a de- 
tachable business reply card with a 
check list to make it easy for a prospect 
to find out the rental cost of a box of a 
size suitable for his requirements. The 
some bank has issued a fine illustrated 
booklet on “The Shrinkage of Estates in 
the Probate Court for the District of 
New Haven.” 


@“Your Bank Explained,” is the self- 
explanatory name of a booklet used by 


the Bank of Athens, Ohio. 


@ “Banking Business” is the name of a 
little monthly booklet put out by the 
Harvard Trust Company, Cambridge, 
Mass. Besides banking information, it 
contains a review of current magazine 
and trade paper articles on business af- 
fairs. 


@ Recent publications of The Bowery 
Savings Bank, the largest savings bank 
in the world, are: “Money Spending 
Plan, an estimate sheet for families or 
individuals, together with a Record of 
Reserves”; “Some Budget Questions 
Answered”; “Your Daily Newspaper 
Costs More than this Service,” a safe 
deposit folder; “What Happens When 
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You Become a Bowery Depositor,” given 
out to starters of new accounts; “Step- 
ping Stones to Security—Save First, 
Look Ahead, Avoid Debt”; “Operated 
Only for Profit to Depositors,” explain- 
ing a mutual savings bank. 

When a great savings institution like 
this continues to advertise now, it seems 
to me that other savings bankers should 
thank God and take courage to go ahead 
and advance the standard of thrift in 
their communities. 


@The Poughkeepsie, N. Y., Savings 
Bank issues a good quarterly house 
organ yclept “Thrift Messenger,” edited 
by Mrs. Elsie Osborn Davis. About 
14,000 copies are distributed to school 
children in Dutchess County. Historical 
articles make it worth preservation in 
the homes where it goes. To celebrate 
its centennial some time ago, this fine 
bank put out a handsome booklet en- 
titled, “A Century of Service.” 


HOW BANKS ARE ADVERTISING 


@ Many banks now use radio advertis- 
ing. It cannot be overlooked since there 
are now 17,950,000 homes in the United 
States with radios, an increase of 1,140,- 
000 in a year. 


@“It is a source of pleasure to the ofh- 
cers, directors and employes of this 68- 
year-old, $90,000,000 institution to have 
its resources prove increasingly useful to 
agriculture, commerce, industry and in- 
dividuals of its section,” says The First 
National Bank of Atlanta, Ga., in an 
advertisement, which continues “It is 
also the desire of The First National 
Bank to do its full part in co-operating 
with our Government in its program of 
recovery.” 


@The 100-year-old Schenectady, N. Y., 
Savings Bank recently published appro- 
priate advertisements in connection with 
its centenary anniversary, and in the 
newspaper publicity at the time there 
were reproduced pages from a pass-book 
showing how one savings account was 
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multiplied 18 times, largely by com- 
pound interest. The account was opened 
in 1842, and was closed out by the ex- 
ecutors of the estate in 1907, with the 
amount of interest about 18 times 
greater than the sum deposited. 


@ Speaking of Schenectady, business is 
improving there on account of increased 
activity in the local General Electric 
and American Locomotive plants. Con- 
sequently, The Morris Plan Company 
of Schenectady has begun a newspaper 
campaign to advertise both the deposit 
and lending sides of its business. The 
first advertisement of the series is re- 
produced in this department this month. 


@ The National Bank of Commerce in 
New Orleans published the first annual 
report of the president to shareholders, 
as a full page advertisement in the New 
Orleans newspapers. 


@ At one of the most conspicuous cor- 
ners in New York City—42nd street 
and Fifth avenue—three big mutual 
savings banks, the Bowery, Union Dime 
and Emigrant Industrial, which have 
offices in the vicinity, have a co-opera- 
tive outdoor display advertisement cov- 
ering four stories of one side of an old 
building. Appropriate pictures are 
painted on the sign, and the wording, 


HUNDRED YEARS ? | 


the bank — me 


IZENS & SOUTHERN 
NATIONAL BANK 


of Ne Account Tos Large....Newe To Sait 





——I 





Intensive and extensive experience. 
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PLAY FAIR! 

fn these days of business recovery when many 
are again able_to bring home the welcome pay 
envelope, they should remember the man who 
befriended them when they most needed friend- 
ship—the merchant who gave them credit. 

Now that you have money to spend, goods to 
buy, he is the man to whom you should go. He 
will be reasonable in extending time on your old 
account. Show your gratitude . . . walk in, shake 
hands and give him the benefit of your present 
cash business. 


THE FIRST NATIONAL 
BANK AND TRUST COMPANY 





Will please merchants. 


which can be read for blocks, is “In 
Step with the Times. You Save. Banks 
Invest. New Jobs Created.” Good 


propaganda for savings in these times. 


@ Referring to reproduced advertise- 


ments, my comments follow: 

The Citizens €& Southern National 
Bank, Georgia: “What Can Be Learned 
in Eight Hundred Years.” This is a 
novel and dramatic way of emphasizing 
the value of collective experience in a 
bank. Inasmuch as the experience of the 
various officers is largely concurrent, it 
may be regarded as intensive as well as 
extensive. 

Fidelity Union Trust Company, New- 
ark, N. J.: “Railroads.” This powerful 
ad is one of a distinguished series ap- 
pearing in Newark newspapers. I can’t 
suggest any improvement. 

The First National Bank and Trust 
Company, New Haven, Conn.: “Play 
Fair.” This is an advertisement that 
must have warmed the cockles of New 
Haven merchants’ hearts. It’s a good 
attitude for a bank to take. The ad is 
well laid out and set, too. 


The Hackensack Trust 
Hackensack, N. J.: “Bus Line Termi- 
nals” and “Convenient Parking.” This 
bank happens to be located at the trans- 
portation center of the county seat of 
Bergen County. It has no _ branches, 
but it is at the center of everything. It 
also provides ample free parking space 
for customers’ automobiles. Hence the 
appropriateness of these advertisements. 

Another New Jersey Bank, the Park 
Trust Company, Weehawken, featured 
its parking facilities by an advertisement 
headed, “Bank at the Park and Park 
at the Bank.” 

The National Bank of Topeka, Kan- 
sas: “Progress.” The airplane i is cer- 
tainly a good symbol for progress, and 
this is an interesting ad. 


Cleveland Trust Company, Cleve- 
land, Ohio: “Is the New Deal Keeping 
YOU on the Jump?” This ought to 
strike a responsive chord in many a 
commercial breast right now. 


Company, 


@ The California Bank of Los Angeles 
is distributing its eighth annual com- 
pilation of “The Deposit Liabilities of 
the 150 Largest American, British, 
Colonial and Dominion Banks” as of the 
end of 1933. Figuring the pound sterling 
as $5.1514, five banks in London lead 
the list as follows: Midland Bank, Ltd., 
$2,132,895,029; Barclays Bank, Ltd., 
$1,945,540,467; Lloyds Bank, Ltd., $1, 
879,275,556; Westminster Bank, Ltd., 
$1,519,383,468, and National Provincial 
Bank, Ltd., $1,486,687,143. Then fol- 
lowed American banks, headed by the 
Chase National Bank with deposits of 
$1,338,699,324. 

Of the 150 banks, eighty-eight are 
American with aggregate deposits of 
$19,098,638,353, and sixty-two are 
British, with deposits of $20,677,071, 
031. The American banks are in twenty 
states. Of the British banks, seventeen 
are in England, eight each in Canada, 
Scotland and Australia, seven each in 
Ireland and the Orient, three in South 
Africa and two each in South America 
and New Zealand. 
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NEW BOOKS AND PAMPHLETS OF INTEREST TO BANKERS 


THe Rosser Barons. By Matthew Joseph- 
son. New York. Harcourt, Brace & Co. 
$3.50. 


THOSE whom the author styles “robber bar- 
ons” have often been described by the softer 
term of “captains of industry,” or as “finan- 
cial leaders.” If the reader accepts as au- 
thentic the portraits drawn by the author, 
he will no doubt be inclined to believe that 
the harsher term is the more accurate. 
Rembrandt's colors were not so dark as those 
used by Mr. Josephson. He is so intent upon 
painting the “robber barons” in deepest black 
that he refrains from using a lighter shade 
that might have relieved the somber and re- 
pelling tone of his volume. For indefensible 
as were the methods he describes, and of 
whose character he furnishes abundant con- 
firmatory evidence, little or nothing seems to 
have been offered as an explanation of these 
financial sins, and the sinners themselves are 
exhibited with no redeeming traits. They 
are the villains of the old melodrama. 

Bearing in mind the disposition of the au- 
thor to make his characters thoroughly dis- 
reputable—a disposition greatly helped by the 
abundant material furnished by their acts— 
the book may be read as a dramatic recital 
of stirring transactions in the industrial and 
financial world. That it is extremely interest- 
sng could hardly be otherwise, considering 
the persons and events with which it deals. 
And the author has cleverly used his material 
despite the employment of too much black 
in drawing his portraits. 

The ruthless methods which the author 
describes could not well be employed under 
present conditions. Whether the same ends 
might be achieved in subtler ways is, at least, 
an interesting question. 


RoMANTiIC Copper; its lure and lore. By 


New York: 


Ira B. Joralemon. 
ton. $3. 


THE copper industry is alive with romance; 
its history reads like melodrama. For this 
reason the author of this book has found 
remarkably interesting materials. Writing as 
a practical mining engineer who has expe- 
rienced the thrills of copper discoveries, he 
approaches his subject with a vast fund of 
knowledge and enthusiasm. His volume is 
crammed with absorbing facts pertaining to 
the metal itself, to the discovery and de- 
velopment of mines, and to intensely human 
stories of the lucky “finds,” the pathetic dis- 
appointments, the humorous episodes, and the 
bruising battles, below and above ground and 
in state legislatures, attending the history of 
copper. 


Apple- 


Economic RECONSTRUCTION; report of the 
Columbia University Commission. New 
York: Columbia University Press. $3. 

Tuts book represents the findings of a com- 

mission which set forth in the teeth of the 

depression to ascertain the cause of the de- 
pression and make recommendations for the 
future. It has not hesitated to approve or 
condemn and to make specific and concise 
recommendations. In general it is sympa- 
thetic to our current activities. Those preju- 
diced against social planning will do well to 
avoid the report. Those who believe that 
our present social and economic order has 
the intellectual wherewithal to correct its 
self-inflicted abuses and by restraint survive, 
will welcome it. And every individual who 
has the capacity for inquiry into events which 
are daily shaping our future will find in this 
report the material essential for such inquiry. 


Ir You Want To Get AHEAD. 
Sherman. Boston: Little, 
Company. $1.50. 


Tuis book is based on the author's observa- 
tions as a business journalist of the methods 
used by successful executives in attaining 
success. The writer does not believe that 
success is due to a mysterious quality which 
some men have and others have not. He 
says it is made up of simple things—the 
simple things that most men don’t do. His 
book is full of simple, practical, definite sug- 
gestions that almost any man can carry out, 
and that will almost inevitably help him to 
get ahead. 

On the jacket the publishers make the fol- 
lowing guarantee: “Your money back if you 
don't find in this book ideas that are going 
to help you to get ahead.” What could be 


fairer? 


By Ray W. 


Brown and 


Tue Unitep STATES AND CuBA. 
F. Guggenheim. New York: 
$2.50. 

Tuts book is a study of the trade, political 
and diplomatic relations between Cuba and 
the United States from early Colonial days 
down to the present. The author asks why 
so small and lovely an island should cause 
such agitation—why a land by nature peace- 
ful and fertile should have been the scene 
of so much bitterness and desperate rebel- 
lion—why the fortunes of Cuba are so linked 
with the United States? 

The author was ambassador to Cuba from 
November, 1929, to April, 1933, during 
Cuba’s most desperate years. In this book 
he attempts to explain the mystery and to 
offer a solution for this difficult problem. 
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By Harry 
Macmillan. 
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A HanpsBook OF THE NRA. Second edi- 
tion. Edited by Lewis Mayers. New York: 
Federal Codes, Inc. $6.50. With Semi- 
Monthly Supplement Service to December 
31, 1934, $10. 


THIs is a book of over 800 pages containing 
an analysis and compilation of the National 
Industrial Recovery Act and related statutes, 
Federal and state, and of all executive orders, 
regulations, agreements, administrative rulings 
and judicial decisions relative thereto. It also 
gives a comparative presentation of typical 
provisions of the several codes of fair compe- 
tition, the texts of the principal codes and 
summaries of all minor codes. 

The editor is a member of the bar of the 
District of Columbia and an associate profes- 
sor of business law, School of Business, Col- 
lege of the City of New York. 

A semi-monthly supplement service keeps 
the volume up-to-date, and additional codes 
and proposed codes are furnished to sub- 
scribers at nominal cost. 


HAwLey CONVERSION TABLES AND GENERAL 
INFORMATION. Newark, N. J.: H. W 
Hawley, 692 Ridge Street. 50c. 


THIS pamphlet contains tables showing the 
conversion of dollars and cents into pounds, 
shillings and pence, at any rate of exchange. 
Also conversion of pounds, shillings and 
pence into dollars and cents at any rate of 
exchange. Also tables showing conversion of 
kilos into pounds and pounds into kilos. Also 
conversion of pounds into long tons, and long 
tons into pounds. It also contains a great 
amount of information of interest to im- 
porters, exporters, freight forwarders, steam- 
ship lines, etc. 


THe Capita Issues CoMMITTEE AND WAR 
FINANCE CoRPoRATION. By Woodbury 


Willoughby. Baltimore: Johns Hopkins 
Press. $1.25. 


Tuis book is a study of the organization and 
activities of the Capital Issues Committee and 
the War Finance Corporation—the two most 
important instrumentalities through which 
the Government controlled the investment of 
capital in private enterprises during the war. 

In his preface the author says: ‘Events 
of recent years both in this country and 
abroad would seem to indicate that modern 
society is tending towards a planned economy. 
The control of investment capital may well 
become one of the tools increasingly used to 
force elimination of some of the more flagrant 
abuses of untrammelled competition and 
cause the energies of the people to be di- 
rected to work which is conducive to the 


general welfare. This may prove a means 


of adapting our institutions in a gradual 
manner to the needs of the increasingly com- 
plex economic structure of society.” 


Business Directories. A Key to Their 
Use. Compiled by Marian C. Manley. 
Newark, N. J.: The Public Library. $2. 

THIs volume contains a classified list of trade 

and business directories now in print. It 

also includes social agencies such as church 

year books. The annotation for each di- 

rectory gives a full description including size, 

price, the date of the current edition, and 
the date and the price of the next edition 
when known. 


THe Book oF THE STOCK EXCHANGE. By 
F. E. Armstrong. New York: Isaac Pit- 
man. $3. 

American readers interested in the work- 
ing of the English stock exchanges will find 
this book of great value. It constitutes a com- 
prehensive guide to the theory and practice 
of stock and share transactions and to the 
business of members of the London and pro- 
vincial exchanges. As the author states in 
his preface he aims to give a “knowledge of 
the part played in the life of the community 
by the Stock Exchange, and an appreciation 
of the lofty ideals which that institution pur- 
sues in its trading methods.” 


Do We Want Fascism? By Carmen Haider. 

New York: John Day. $2. 

The author of this book also wrote “Capi: 
tal and Labor Under Fascism.” In the pres- 
ent volume she attempts to make an impartial 
study of Fascism as it exists in Italy and 
Germany and to inquire whether we are ap: 
proaching a similar system in this country 
under the evolution of the New Deal. She 
shrewdly predicts the aspects that Fascism 
would take in this country and its effect on 
various groups in our population. Her con 
clusions will be to many readers both surpris- 
ing and disturbing. 


Le Franc Devant LA Crist. By George 
Lacout and G. Damougeot-Perron. Paris: 
Payot, 106, Boulevard Saint-Germain. 
18 fr. 


This book, published in Paris and written 
in French, is a vigorous defence of the gold 
standard, particularly as it applies to France. 
The authors discuss the French monetary 
crisis of the past year and the factors which 
will affect the future of the franc. Students 
of international finance and monetary prob- 
lems will find this book of interest and value. 





THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Bandit Busters 


ANK_ bandits can probably be 
classed in two groups, just as can 
the members of any other profes- 

sion. There are the old timers who 
speak feelingly of the good old days 
when robbing a bank was as easy as roll- 
ing off a log. And there are the up and 
coming youngsters who are pretty smart 
and look at the oldsters with much dis- 
dain and scorn. 

It is only. natural for the old timers to 
feel this way. They have lost their touch 
and haven't been able to keep pace with 
the encroachments of an _ advancing 
civilization. For in the good old days all 
they had to do was to cart a gun around 
and wave it in the face of some scared 
banker along in the wee hours, and the 
banker would be forced to escort the 
bandit to the bank. Before very long 
the bandit would leave rather hurriedly 
with quite a lot of money. The banker 
had a right to be scared, for if he didn't 
do what the bandit suggested, something 
might go off with a loud noise which 
would be inconvenient, if not disastrous, 
to the banker. 

Such goings on eventually led to the 
strange incongruity of a lot of people 
putting money into a bank for safety’s 
sake, only to have it taken out again by 
a few people who really had no right to 
act that way. Pretty soon timelocks 
were invented and even the banker 
couldn't get into the vault at night. This 
made it hard for the bandit and much 
easier for the banker. 

A New Era was at hand. No longer 
could bank bandits operate on the Lone 
Wolf principle and swoop down upon 
an unsuspecting community and make 
much profit out of such swooping. 

Anyone in business knows that profit 
is the reward for risk, and bank bandits 
take a whole lot of risk and expect in 
return for their labors a whole lot of 
profit. So when timelocks made night 


robberies unprofitable, night robberies 
went out of vogue. 

But the New Era, though it discarded 
the old timers who now sigh for the good 
old days, brought in a batch of smart 
and very unmoral gentlemen who have 
been doing a mighty good business all 
through the depression. They organized 
themselves, made extensive reconnoiters, 
and planned their attacks. With much 
celerity and precision they would drop 
in on a bank during the day when there 
was no night timelock to bother them. 
In the twinkling of an eye they would 
then leave behind them empty cash 
drawers, empty safes, and a very bad 
impression of their dispositions. 

Most of their operations were in the 
West where things weren't quite so con- 
gested and where they could hide them- 
selves in the wide open spaces before the 
citizens could get organized to the point 
of opposing them. So extensive were 
these operations that insurance companies 
suffered great losses and raised their 
rates. Finally they made a ruling be- 
ginning ‘July 15, 1933, that in their rat- 
ing territories 3 and 4, covering some 
twenty-three western states, protective 
devices aimed at discouraging day-time 
holdups would be mandatory or else 
burglary insurance couldn't be renewed. 

This was very bad, according to the 
reports of a leading company in the un- 
derwriting of bank robbery risks, for the 
smart young bandits who had just got 
things going smoothly. This company’s 
record of bank robbery losses shows that 
in the majority of cases the day timelock 
program was effective in reducing the 
amount of the loss, and from January 1, 
1934, to April 20, 1934, there was a 
decrease of 32 per cent. in the number 
of losses among small banks. 

The old timer’s song of the good old 
days was now being sung by the day- 
time holdup experts also, for in twenty- 
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New Evidence of 
Improved Conditions 


ARCH and April brought ten banks to 

us for remodeling. This is a greater 

number than in any two months for five years. 

January brought us the largest bank re- 

modeling in three years, also the first entirely 

new bank building in the same period. April 
then brought us a still larger remodeling. 


Write us for new leaflet of photos and 
floor plans showing how these banks benefit 
by remodeling. Sent by mail. No obligation. 


TILGHMAN MOYER CO. 
The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS - ENGINEERS 

ALLENTOWN 


one holdups reported by this company 
up to April 24, 1934—almost a year 
since the mandatory rule came into ef- 
fect—in rating territories 3 and 4 the 
bandits only got about $21,614 and 
missed $103,643. Without these new 
fangled day timelocking devices they 
would have gotten about $90,000 out 
of the $103,643. 

This sort of thing is unprofitable for 
the bandit, and no doubt a shadow was 
cast over bandit circles, and much dis- 
couragement was felt by all in the busi- 
ness. 

However, these modern bandits have 
stern stuff in them and are not easily dis- 
couraged. They planned a little more 
thoroughly and sharpened up their wits 
and descended upon larger banks in 
larger cities. 

This was a surprise to the bankers in 
these large banks and a pleasanter sur- 
prise to the bandits. Their hard pre- 
liminary work showed results. Good 
results. To wit: 


March 6th, Sioux Falls, N. D 
March 12th, Atchinson, Kan 
March 13th, Mason City, Iowa 52,000 
April 11th, Sterling, Ohio 33,000 
April 19th, Pana, Illinois.......... 27,000 


$46,000 
21,000 


And more recently, in the East, other 
noteworthy hauls of $23,000; $41,000, 
and $130,000. 
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THE NEW 


MOSLER 


ELECTRICALLY-CONTROLLED 
DELAYED MOVEMENT TIMELOCK 


For Bank 
Holdup 
Protection 


Locker with rotary 
hopper top for de- 
positing reserve 
cash without open- 
ing door, which is 
equipped with above 
timelock. There are 
many models of 
safes and lockers. 


THE MOSLER SAFE CO. 


New York Office: 
373 BROADWAY 


Factories: 
HAMILTON, OHIO 


Any of the above, to the average per- 
son, would be a nice piece of money for 
a few minutes’ work. And so the bank 
bandit is once again obtaining recom- 
pense for his labors sufficient to en 
courage him to further endeavors. 

Thus we enter from the New Era to 
the New Deal. The old night-time 
artists have pined away since the advent 
of night timelocks. The day-time bandits 
no longer have easy pickings in the little 
banks because they can’t make enough 
to satisfy the standards of living to which 
they have become accustomed. So, with 
fertile brains, they are seeking a new 
territory. There has been an increase 
of losses in comparatively large banks— 
especially in the East—both in number 
and amount of cash stolen. This trend 
is bound to continue. 

The new insurance ruling of April 
30, 1934, in eastern states making it 
mandatory for banks to install proper 
propective devices will no doubt fore- 
stall many a proposed holdup. But un- 
less the banker investigates the field of 
protective devices very, very carefully, 
and then installs the one best suited to 
his own particular needs, he is liable to 
he hit, and hit hard. 

Bankers have embraced the principle 
that cash and securities must be pro- 
tected against daylight robbery. But 
embracing the principle and translating 
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that into the installation of the equip- 
ment best suited to their own individual 
needs should be one and the same thing. 

So doing will relieve the bankers of 
the day-time robbery danger, will cut 
losses and will eventually reduce insur- 
ance rates. Bankers have wisely pro- 
vided a substantial outlay against night- 
time burglary but they have provided 
practically nothing against the day-time 
hazard which experience has proved to 
be the real peril. 
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If this day-time hazard is provided 
for these smart young bandits will no 
longer look with disdain and scorn on 
the old timers for they too. will be old 
timers and all will sigh for the good old 
days in unison. But if it is not provided 
for—especially in the East where lots of 
money is lying around loose—there will 
be much discomfort among bankers and 
a corresponding increase in those com- 
fortable things of life to which the bandit 
has become endeared. 


BANK EQUIPMENT NOTES 


BANKTROL INSTALLATIONS 


THe YALE & Towne Company, Stamford, 
Conn., recently completed installation of their 
Banktrol equipment in the Greenwich Trust 
Company, Greenwich, and in the Manufac- 
turers National Bank, North Attleboro, Mass. 

The equipment in both banks consists of 
specially constructed armored steel cash 
drawers and safes for each of the cages where 
money is handled during the day. Other 
locking devices are placed on the safes in 
the banks’ vaults. The grilled doors of each 
vault, and the door at the entrance of the 
vault space are also hooked up to the general 
system which, at the touch of any one of 
twenty buttons scattered throughout the bank 
building, becomes timelocked along with the 
cash drawers and under-counter safes. 

According to the manufacturers. of 
Banktrol, this equipment, by affording com 
plete protection, places money in the “un- 
gettable” class, thus forestalling hold-ups. 
Officials of both banks express complete satis- 
faction with this feature, as well as with the 
Banktrol installations themselves. 


MOSLER TIMELOCK SALES 
INCREASING 


AN increased interest on the part of bankers 
during recent months in the installation of 
day timelocking equipment is reported by the 
Mosler Safe Company of Hamilton, Ohio, 
originators of electrically controlled day time- 
locking equipment. This company reports 
that well over 1500 of their delayed move- 
ment locks and lockers have been installed 
by banks located in every state throughout 
the country. Because of this widespread 
placement of orders, officials of the company 
believe that banks in the east are becoming 
as wide awake to the holdup peril as are the 
banks in the west who have been forced to 
adopt such protective equipment at an early 
stage due to repeated losses. Another reason 


cited by Mosler officials for the demand for 
delayed timelocking equipment is the fact 
that such equipment has already defeated 
holdups, and also the fact that insurance 
companies permit banks having delayed time- 
locking equipment to keep their doors open 
throughout the day when such protection is 
provided. This is an advantage in those sec- 
tions where insurance rulings necessitate the 
closing of a bank's doors while gaining access 
to reserve cash not protected in accordance 
with these rulings. 


ANNOUNCES NEW SAFETY 
DEVICES 


THE Mertink Steet SaFe Company of 
Toledo, Ohio, has announced two new units 
designed to protect banks from hold-up losses 
These are the Meilink Delayed Control 
Moncey Locker, which is a depository for large 
sums of cash, and the Meilink Electrolock 
Remote Control Cash Drawer, which is de- 
signed for the usual cash drawer purposes, 
but which timelocks by remote control in an 
emergency. 

A feature of this equipment is that the 
delayed timelock apparatus is actuated by 
electricity supplied by an ordinary light 
socket. 


YORK ANNOUNCES NEW UNITS 


THE York SAFE AND Lock Company, York, 
Pa., announces the completion of three units 
designed to satisfy the varying needs of bank- 
ers for day timelocked protection. These 
units are the York Day Raid Locker which 
has two compartments, the top one to receive 
deposits through a slot, and the lower one 
for reserve cash. The feature of this unit is 
that it can be used where most convenient 
and bolted down, if so desired. Another type 
of Day Raid Locker has a special revolving 
receiving head which will take a larger parcel 
of money than any practical slot. This re- 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


ceiving head operates like a letter drop so 
that there never is any direct access from the 
outside to the contents inside. The third 
unit, the York Day Raid Chest is sturdily 
constructed of steel clad concrete and pro- 
vides even greater security than the Day Raid 
Lockers. It can be placed under the counter 
or beside the teller. All York units are 
equipped with York Delayed Action Time 
Locks and also have an inbuilt relocking 
device which dead locks the locking bolts if 
an attempt is made to open them in a burgla- 
rious manner. 


CO-OPERATE ON ARMORED CAR 


Due to the epidemic of bank robberies in 
Massachusetts, three leading banks in Quincy 
co-operated and bought an armored cash car 
for the transfer of their money from one bank 
to another, and to other outside points. This 
car is protected by a tear gas system capable 
of spreading gas over a 100 foot area. The 
tear gas system is operated irom the inside 
of the cab, although the gas itself cannot 
enter the car. Three armed men comprise 
the crew of this armored car at all times. 


IDENTIFYING BANK ROBBERS 


A NEW method of identifying bank rc bers 
participating in a holdup: has been per‘ected 
by Thomas J. Butler, a Brooklyn inventor. 
Mr. Butler has designed a camera which, 
when installed in three different vantage 
points in a bank, may be operated by a hid- 
den release like a bandit alarm. When so 
released, the cameras are capable of taking 
up to 500 pictures of the bank lobby in a 
few minutes. 


ins 
“FOR THE GOOD OF THE ORDER” 


Four admonitions “for the good of the or 
der” are summed up by The Kansas Banker, 
but the one “supreme contribution to the 
well-being of the order is the enlistment and 
investment of high-degree man power.” How 
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New York City 


strong is a bank? Answer: As strong as 
the hand that guides. A bank, city or coun- 
try, large or small, is no greater than the 
intelligence of the integrity of the manage- 
ment. These qualities are attained, not be- 
stowed nor inherited, even from father to 
son. Every banker, if he will, can be a good 
banker. The requisite is not more capital 
nor more equipment, but more sound and 
well-seasoned judgment; not more harness but 
more horse. 


R. L. CLARKSON ESTABLISHED 
OWN BUSINESS 


Ropert LivincstoN CLARKSON, who, for 
more than fourteen years was associated with 
The Chase National Bank, New York, and 
its afhliates in various executive capacities, 
has announced the opening of his office at 
2 Wall street, New York, for the purpose 
of engaging in a general securities business, 
including the handling of reorganizations, 
mergers and other financial problems of cor- 
porations. Mr. Clarkson was elected presi- 
dent of The Chase National Bank at the age 
of 35 but a severe illness necessitated his 
absence from his desk for over a year and 
a half. After the Chase merged with the 
National Park Bank Mr. Clarkson was made 
vice-chairman of the board retaining that title 
until 1931 when he became president of the 
Chase Securities Corporation. 


JAMES L. WALSH RESIGNS 
BANK JOB 


THE resignation of Col. James L. Walsh, 
vice-president of the National Bank of De- 
troit, has been announced by President Wal- 
ter S. McLucas following a meeting of the 
bank’s executive committee. Col. Walsh 
plans to form his own organization as mar’ 
keting counsel in New York, a field in which 
he specialized before entering the banking 
business. Col. Walsh has been connected 
with the National Bank of Detroit since 
April 20, 1933. 





150th Anniversary of First National 
Bank of Boston 


ANKS are unlike individuals in 

one important respect—they do 

not grow weaker with advancing 
years, but on the contrary they become 
stronger as a rule. This added strength 
comes from the wider experience gained, 
and is to a considerable extent depend- 
ent upon ability to show adaptation to 
changing conditions and a disposition to 
keep step with the spirit of the times. 
Length of years, in the case of a bank, 
does indicate high powers of resistance 
to numerous periods of trial that must 
be experienced by every bank that has 
survived for a century or longer. This 
being still a comparatively young coun- 
try, the number of banks that have at- 
tained a span of one hundred and fifty 
years is necessarily small. It is a dis- 
tinction which the First National Bank 
of Boston shares with but one other 
existing institution, the venerable Bank 


JAMES BowDoIN 
First president of the Massachusetts 
Bank, the original title of the First 
National Bank. From a painting by 
Leslie P. Thompson. 


of New York and Trust Company. 
Both banks, in fact, date from very near 
of real banking in the 


the beginning 
United States. 

The capital with which the Massa- 
chusetts Bank (for that was the orig- 
inal title) opened July 5, 1784, was 
$300,000. While the first directors 
were all men of character and substance, 
they admittedly knew little about bank- 
ing—which was not surprising, since at 
that time banking was practically non- 
existent—but they sought the advice of 
Thomas Willing of the Bank of North 
America, and were fortunate in having 
a cashier and accountant who had an 
accurate understanding of bank man- 
agement. Here are some of the reasons 
for the bank’s steady growth in public 
confidence: 

“The management adhered steadfastly 
to the principle that the bank must 


DANIEL GouLD WING 


Chairman of the board of directors 
of the First National Bank of Boston. 
From a painting by Frank O. Salisbury. 
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operate at a profit, and to carry this 
into effect even the wishes of some of 
its customers could not be considered. 

“One of the chief reasons why the 
Massachusetts Bank survived, when so 
many of its later contemporaries fell 
by the wayside, was that it fully ap- 
preciated the importance of sound credit 
as a factor in its transactions and of 
fair dealing between debtor and credi- 
tor. Loans were made strictly on the 
basis of credit only where credit was 
due.” 

In the early history of the bank there 
were some practices now considered 
rather curious. For example, “For some 
time deposits were accepted only when 
a charge for their keeping was paid. 
In 1786 the charge of one per cent. was 
deducted at the time the deposit was 
made.” And again, delinquent bor- 


rowers faced the penalty of having their 
names posted conspicuously in the bank. 

In 1792 the bank came under statu- 
tory regulation by the Commonwealth 
of Massachusetts, and in 1865 the state 
charter under which it was operating 


was surrendered and thereafter the title 
was Massachusetts National Bank. 

This institution is, in fact, older than 
the United States. It has weathered a 
half-dozen severe financial crises. The 
officers and dealers with the bank have 
included a number of names honored 
in American history. Established on 
sound ‘principles, which have been 
steadily maintained and guided by wise 
and capable management, the bank has 
reached the position described in the 
booklet setting forth a brief history of 
its career, and with which this account 
is concluded. 

“In January 1900, John W. Weeks, 
an investment banker of national rep- 
utation, later United States Senator and 
Secretary of War, became president of 
the Massachusetts National Bank. At 
the same time, and at his solicitation, 
Daniel G. Wing came to the bank as 
vice-president. This marked the begin- 
ning of what was destined to be the 
most prosperous period of the bank. 
In two years deposits became over six 
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times as great as they were in 1900. 
The bank had become definitely pro- 
gressive. 

“In 1903, John W. Weeks retired 
from the active management and Daniel 
G. Wing succeeded him as president. 
Between these two men plans were laid 
to widen the scope of the ‘old Massa- 
chusetts.. These plans culminated in 
the purchase of the First National Bank 
of Boston, and the taking of its name. 
The old bank, under the new name, 
continued in quarters in the Exchange 
Building, already occupied by the Massa- 
chusetts National Bank for eleven years 
and called the ‘handsomest bank rooms 
on State street, if not the whole city.’ 
This was only a few doors away from 
the old location which the bank pre- 
viously had occupied for over three 
quarters of a century. 

“The succeeding thirty-one years, 
under the active leadership of Daniel 
G. Wing, have been the greatest, from 
the standpoint of accomplishment, in 
the bank’s existence. 

“The consolidation in 1903 was fol- 
lowed by seven others over a period of 
years, each of which amplified the re- 
sources and facilities of the bank to 
meet increasing banking needs, until 
today the bank, which was the first to 
serve Boston one hundred and fifty 
years ago, is the largest in New Eng- 
land and among the ten largest in the 
United States.” 


— 


SHIFT FROM ACCEPTANCES TO 
CASH LOANS 


THE outstanding volume of bankers’ accept: 
ances fell $72,025,018 in April to $613,129, 
137, according to the monthly survey of the 
American Acceptance Council, published last 
month by Robert H. Bean, executive secre’ 
tary. This total, compiled as of April 30, 
represents a decline of $157,000,000 since 
the end of January and is $83,684,220 un- 
der the total for the end of April, last year. 

According to Mr. Bean, the sharp falling 
off in acceptance financing indicates the 
strong influence of excessive bank reserves 
and low money rates which have brought 
— a shift from acceptance credits to cash 
oans. 





REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


S summer approached there were 
unmistakable indications of a let- 
down in business activity, at- 
tributed to several causes. In the first 
place it was expected that the rather 
rapid rate of recovery, witnessed earlier 
in the season, would be followed by a 
period of diminished production and 
trade. Then a seasonal decline during 
the summer is by no means unusual. 
But the halt in recovery, in the opinion 
of many, has been due to uncertainty 
caused by fresh monetary legislation, by 
actual or threatened strikes, and by a 
severe drought in some of the important 
grain-growing sections of the country. 
The general situation is well stated in 
the New England Letter, issued by the 
First National Bank of Boston, under 
date of May 31, to this effect: 


“The approach of summer finds busi- 
ness on the decline, following six con- 
secutive months of advance. Gains made 
in industry and trade since last fall have 
been due in large measure to natural 
recuperative forces after four years of 
depression. The need of replacements 
and obsolescence have piled up a large 
deferred demand, only a part of which 
has- been satisfied. Under favorable 
conditions accumulated shortages would 
provide sustained industrial activity 
above normal for a number of years 
while abundant credit resources are 
available for the necessary financing. 
While indications are that during the 
summer months business may show more 
than the usual seasonal decline, the un- 
derlying forces making for recovery are 
so strong that barring additional artificial 
barriers or further shocks to confidence 
the recession should be but a temporary 
interruption to a general upward move- 
ment beginning perhaps in the late sum- 
mer or the early fall months. Such an 
advance, however, would be much more 
sustained and pronounced if the clouds 
of uncertainty regarding monetary poli- 


cies, social reform, and regimentation of 
industry were dispelled.” 

Happily, some of the portents of 
disaster have been dispelled by later de- 
velopments. The silver legislation, on 
careful examination, has been found to 
be comparatively innocuous; one serious 
strike has been settled; another—that of 
the textile workers—averted, and the 
threatened steel strike had not material- 
ized at the end of May. 

There has been some relaxation in the 
application of the NRA code to lines of 
business designated as service organiza- 
tions, and the major industries of the 
country seem gradually to be adjusting 
themselves to the regimentation impose 
upon their operations. 

Stock-exchange transactions in New 
York, during last month, fell to a level 
not far from stagnation, but as impor- 
tant modifications have been agreed on 
respecting the National Securities Act 
and the Fletcher-Rayburn bill for regu- 
lating stock-exchange transactions, it may 
be expected that a revival in trading, so 
far as it has been delayed by these 
measures, may now take place. 

An encouraging feature in the situa- 
tion is the better showing in earnings 
being made by the leading railway lines. 
Repayment of nearly $13,000,000 of 
loans made by the Railway Credit Cor- 
poration is one evidence of their better 
situation. Car loadings, in recent weeks, 
have continued to gain. While bank 
clearings have recently declined, due in 
part to reduced stock-exchange trading, 
the commercial loans of the banks are 
showing some tendency to increase. 
Steel production, which showed a sta- 
tionary or declining tendency in the 
earlier weeks of May was rising as the 
month closed—a tendency in part at- 
tributed to orders placed in anticipation 
of a serious strike in that industry. 

Commodity prices continue to advance, 
and are now at the high point for the 
year. 
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Boston Five Cents Savings Bank Notes 
Quick Recovery in Deposits 


N the occasion of the Eightieth 

Anniversary of the Boston Five 

Cents Savings Bank that bank’s 
treasurer, George A. Kyle, issued a re- 
port which should be of general inter- 
est to bankers as it points out some of 
the similarities and differences between 
the present crisis and that of the 
troubled days of 1875 to 1879. Mr. 
Kyle’s report read in part: 

During these eighty years every con- 
ceivable catastrophe has come to plague 
the lives of our people, their commerce 
and systems of finance. Yet certain 
structures have not only survived but 
grown greater and prospered, and to the 
advantage of the people. Our bank is 
one of them. 

The events of the past four years have 
followed each other so swiftly, attaining 
during the past thirteen months such a 
bewildering velocity, that many of them 
of vital importance at the moment are 
now recalled with difficulty. While a 
certain uniqueness pervades the present 
situation, yet its elements, on reflection, 
seem familar especally when compared 
with the distress of the eighteen seven- 
ties. 

From the records of the frequent 
meetings of the trustees of our bank 
held during the troubled days of 1875 
to “79 we detect an unmistakable note 
of anxiety. The management was re- 
luctantly reducing the rate of dividends 
to depositors from 6 per cent. to 5 and 
from 5 per cent. to 4 because of the 
decreasing yield of investments. They 
discussed a silver bill then pending in 
Congress and appointed a committee to 
consider its effects, if passed, on the de- 
positors. 

Unemployment and the purchase of 
the necessities of life were topics and 
problems of the day. Banks were closed 
and there were runs on those which re- 
mained open. By January, 1879, our 
bank had taken possession of 107 pieces 
of real estate, and then held in posses- 
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sion and under foreclosure properties on 
which mortgages were held amounting 
to $755,000. The amount invested in 
mortgages at that time was $4,810,000. 

The treasurer of the bank in a report 
made in July, 1879, summarized events 
since the opening of the bank: 

“We have had a gradual and regular 
increase in deposits from May, 1854, 
with the exception of the year 1857, up 
to April, 1877, twenty-three years, at 
which time we had on deposit $13,759,- 
000 and 73,000 depositors. 

“Since April, 1877, there has been a 
gradual falling off in deposits owing to 
the great depression in business com- 
mencing about five years ago and con- 
tinued until the present time, as well as 
to a want of confidence, occasioned in 
part by the failure of many savings 
banks and to a decrease in interest paid 
to depositors from 5 to 4 per cent. per 
annum, and finally to the competition 
of the Government of the United States 
in the offer of 4 per cent. bonds, so that 
now it appears that our deposits are re- 
duced to $7,952,000 and our depositors 
to 62,000.” A loss in two years and 
three months of 11,000 depositors and 
$5,800,000 or 42 per cent. in deposits. 

It is interesting to note that today 
during the same length and time and 
under similar conditions we have gained 
$13,000,000 in deposits and 17,000 de 
positors. During the entire period of 
the present depression our depositors 
have increased 21,900 and _ deposits 
$19,000,000. 

Quoting further from the treasurer's 
report of 1879 we find set down a hope 
which may have lodged in our own 
minds: 


“The year just now closed. eventful 
and disastrous as many preceding years 
have been, is not without its lessons of 
instruction and admonition to business 
men of all grades and avocations, as well 
as to the managers of savings banks. The 
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lessons of the past may be the monitors 
of the future.” 


The high mark for all time to that 
date in our deposits, $113,163,000, was 
reached on February 25, 1933, six days 
before the beginning of the bank holi- 
day. Thereafter there followed a sub- 
stantial decline for four months during 
the period when restrictions on with- 
drawals were strictly enforced by many 
banks. In July, however, deposits ex- 
ceeded withdrawals. The increase con’ 
tinued steadily (from January 1, last, 
there have been but two days on which 
there has been a loss), and on March 
28 of this year we had regained the 
high mark of February, 1933. Follow- 
ing the run and depression of the seven- 
ties it took ten years to accomplish a 
similar result. 


PAYMENTS ON ACCOUNTS RE- 
CEIVABLE INCREASING 


A RETAIL credit survey recently issued by 
the Bureau of Foreign and Domestic Com- 
merce reports that one of the most encour- 
aging aspects of the present business situation 
is the acceleration of payments on accounts 
receivable. From 1930 the trend of collec- 
tion percentages was gradually downward 
until May and June, 1933, when a slight 
improvement took place. The present report 
covering the last six months of 1933 shows 
a decided upturn, both open and installment 
collection percentages registering increases 
over those of the same period in 1932. Bad 
debts losses recorded marked decreases. 


NO HIGH-PRESSURE DIRECTORS 
FOR MUTUAL SAVINGS 
BANKS 


THE fact that five of the mutual savings 
banks in New York celebrated their seventy- 
fifth anniversary this year inspired the De- 
catur, Illinois, Herald to editorial comment 
of which the following is an extract: 

“Discussion over excess profits, high sala- 
ries and unearned income leads the average 
newspaper reader to assume that high salaries 
and big business go hand in hand. New 
York has discovered, however, that it has five 
great financial institutions that have been in 
existence seventy-five years, that have assets 
of $600,000,000 and are directed by trustees 
that serve without pay. 
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“The fact that these institutions continue 
to thrive seventy-five years after their estab- 
lishment is fair proof that the idea is sound. 
The claim often is made that high ‘salaries, 
bonuses and fees are necessary to induce high 
caliber men to serve as directors in big busi- 
ness enterprises. The five New York banks 
have gone throughout the entire seventy-five 
years without a single ‘high-pressure’ director. 
Stockholders in other and near bankrupt in- 
dustries may be entitled to wonder whether 
or not the high salaried director is a luxury 
that can be dispensed with.” 


W. F. KYLE CELEBRATES 
FIFTIETH ANNIVERSARY 


W. F. Ky Le, assistant vice-president of the 
Cleveland Trust Company, last month cele- 
brated his fiftieth anniversary of continuous 
service in the banking profession. Thirty 
years of his banking career have been spent 
with the Cleveland Trust Company. Mr. 
Kyle began his banking career on May 15, 
1884, as a messenger with the Merchants 


National Bank, Cleveland. 


FIRST NATIONAL OF BOSTON 
DIVORCES SECURITY 
AFFILIATE 


Tue First NATIONAL Bank of Boston has 
adopted the following plan to divorce its 
affiliate, The First Boston Corporation: 

The capital of The First Boston Corpora- 
tion is $5,000,000 and its surplus $4,000,000, 
a total of $9,000,000 represented by 500,000 
shares of stock of a par value of $10 each. 
Right to subscribe at the rate of $18 per 
share for 222,500 shares of the corporation 
is to be offered to the stockholders of The 
First National Bank of Boston of record May 
22, 1934, on the basis of one share of corpo- 
ration stock for each ten shares of bank 
stock held. 

Similar right to subscribe at the rate of 
$18 per share for 222,000 shares is to be 
offered to stockholders of The Chase Corpo- 
ration of record on the same date on the 
basis of one share of corporation stock for 
each 33 1/3 shares of Chase Corporation 
stock held. 

The balance of the stock it is planned to 
sell at the same price to the personnel of 
The First Boston Corporation who are neither 
officers, directors nor employees of the First 
National Bank of Boston; to several members 
of the Harris Forbes group and to others 
who in the opinion of the officers of the 
corporation will lend strength to the organiza- 
tion, but these must certify that they are 
buying for bona fide investment and not to 
redistribute. 

The corporation, which is authorized to do 
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a general securities business, maintains 
twenty-two offices in the principal cities 
throughout the United States and is staffed 
by about 675 officers and employes. It per- 
forms an important function in the security 
field and its continued existence is thought 
to be desirable. For the present it will con- 
tinue to operate all its offices, mainly trading 
in government, state, municipal and corpo- 
rate bonds. 

The roster of officers and directors of the 
corporation follows. Officers and directors 
whose names are preceded by an asterisk are 
present officers; the other names have hitherto 
been identified with Harris Forbes interests: 

Directors, H. M. Addinsell, *James Cogges- 
hall, Jr., *Eugene I. Cowell, *Nevil Ford, 
Duncan R. Linsley, John R. Macomber, *Al- 
lan M. Pope, *William H. Potter, Jr., George 
Ramsey, *Arthur C. Turner, George D. 
Woods. 

Officers: Chairman of the board, John R. 
Macomber; president, *Allan M. Pope; chair- 
man of executive committee, H. M. Addinsell; 
vice-presidents: *James Coggeshall, Jr., *Eu- 
gene I. Cowell, *William Edmunds, *Nevil 
Ford, *R. Parker Kuhn, Duncan R. Linsley, 
*L. Meredith Maxson, *Louis G. Mudge, 
*William H. Potter, Jr., George Ramsey, 
Frank Stanton, *Winthrop E. Sullivan, *Ar- 
thur Turner, A. H. Wenzell, *Herbert T. C. 
Wilson, George D. Woods; treasurer, *A. A. 


Gerade; secretary, *Arthur B. Kenney. 


UTILITIES SHOULD HAVE UNI- 
FORM ACCOUNTING SYSTEM 


A STANDARDIZED method of accounting for 
utility companies would help create a better 
market for their bonds and create a better 
impression on the public was the opinion ex- 
pressed last month to the members of the 
National Association of Mutual Savings 
Banks by H. H. Newell, vice-president of the 
Society for Savings, Cleveland. Mr. Newell 
read a report on utility investments in which 
he said in part: 

One of the most constructive things which 
could be done by the utility companies them- 
selves—not only to create a better market for 
their bonds but also to develop a better im- 
pression in the mind of the public—would be 
to adopt a comprehensive and uniform system 
of accounting practice. We are all familiar 
with the uniformity of accounting adopted by 
the I. C. C. as applied to steam railroad com- 
panies. Any one of us can take a report of 
a steam railroad and immediately be in a 
position to compare the break-down items of 
such report with those of any other railroad. 
It seems entirely reasonable that public utility 
companies, through their associations and 
with the co-operation of the proper public 
commissions, should develop a standardized 
method. 
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The next point is to develop better sink- 
ing fund methods. This would permit public 
utility bonds to be retired at a more uniform 
rate and would also provide for a more con- 
sistent and steady market due to sinking fund 
operations. 

Monthly or at least quarterly sinking fund 
purchases by the trustee would help to steady 
the market. The method of fixing a certain 
day or week in which sinking fund opera- 
tions must be conducted results in erratic 
price fluctuations and tends to create an arti 
ficial situation. 


CHASE DIVORCING SECURITY 
AFFILIATES 


THE CHAsE NATIONAL BANK, New York, 
is taking the necessary steps to divorce itself 
entirely from any of its security affiliates. The 
securities business of The Chase Corporation, 
which had been carried on through its sub 
sidiaries, the Chase Harris Forbes companies, 
was terminated on May 16, 1933. The as 
sets of the Chase Harris Forbes companies 
have been in process of liquidation for about 
a year and the proceeds will be transferred 
to The Chase Corporation, the sole stock. 
holder in those companies. An agreement 
has been concluded with The First Boston 
Corporation, whereby the latter has acquired 
the right to take over the name “Harris 
Forbes,” its good will, and the custody of its 
records. 

On June 14 the shareholders of The Chase 
Corporation will hold a meeting for the pur 
pose of voting to terminate the existing ar 
rangement for the joint transfer of shares of 
stock of The Chase National Bank and The 
Chase Corporation. After this action has 
been taken the identity of stock holdings be: 
tween the two institutions will disappear. 


DEPOSITORS OF CLOSED BANKS 
LOSE 35 PER CENT. 


CHAIRMAN JONES of the Reconstruction Fi- 
nance Corporation in a statement issued last 
month estimates that total -losses in closed 
banks will eventually figure at between 2% 
and 2% billions. He said that when the 
RFC’s liquidating activities were completed, 
about 65 per cent. of past or present “frozen” 
deposits would have been freed, leaving an 
average loss of about 35 cents on a dollar of 
all deposits in closed banks. 

Mr. Jones commented that depositors in 
banks that closed following the financial up: 
heaval last year were far better off than if 
they had invested their funds in almost any 
other manner. He did not know the exact 
figures, but felt certain, he said, that the 
average loss suffered by investors was higher 
than the 35 per cent. felt by depositors in 
closed banks. 





Coming Bankers’ Conventions 


GENERAL 

June 25—National Association of Real Es- 
tate Boards, Minneapolis, Minn. 

August 27-31—American Bar Association, 
Annual Meeting, Milwaukee, Wis. 

Sept. 10-13—Financial Advertisers 
tion, Hotel Statler, Buffalo. 

Sept. 17-19—Morris Plan Bankers Associa- 
tion, Westchester Country Club, Rye, 
N.Y. 

Oct. 4-5—Mortgage Bankers Association of 
America, Edgewater Beach Hotel, Chi- 
cago. 

Oct. 22-25—A. B. A. Convention, 
ington, D. C. 

23-24—National Association of Bank 
Auditors and Comptrollers, Washington, 
D: ©. 


Associa: 


Wash- 


STATE 


June 15-16—Utah—Bryce Canyon. 
June 18-19—Oregon—Gearhart. 


HOME LOAN BANKS LOWER 
RATE TO 4 PER CENT. 


IN a move to reduce interest rates on home 
mortgage loans and develop long-term mort- 
gage credit, the twelve regional Federal Home 
Loan banks have been authorized to make 
advances to their 2484 member financial in- 
stitutions at rates as low as 4 per cent., it 
was officially announced last month. 

The maximum is 5 per cent., and this has 
been the rate up to this time on all advances. 

While directors of each regional bank are 
vested with discretionary power, the Federal 
Home Loan Bank Board said it was “likely 
that most of the banks from now on will 
make long-term loans between 4 and 4.5 per 
cent. and short-term loans between 4.5 and 
5 per cent.” 

“Member institutions, particuraly in the 
East,” said Chairman Fahey, “were not in- 
clined to borrow at 5 per cent. from the 
regional home loan banks, in spite of the 
convenient long-term loans thus obtainable, 
because they were able to borrow elsewhere 
at lower rates, although only on short-term 
credit. 

“By reducing the minimum bank rate to 
4 per cent. it is expected that marked stimu- 
lus will be given to long-term lending ac- 


June 18-20—Iowa—Place not yet decided. 
June 19-20—Wisconsin—Hotel Schroeder, 
Milwaukee. 

June 20—Connecticut—Farmington Country 
Club, Farmington. 

June 21-22—Michigan—Grand Rapids, Pant- 

lind Hotel. 

June 21-22—Washington—Seattle. 

June 25-27—Iowa—Des Moines. 

Tune 26-27—Ohio—Columbus (tentative). 

July 2-4—North Dakota—Deadwood, S. D. 

July 2-4—South Dakota—Deadwood, S. D. 

July 6-7—Maine—Bar Harbor. 

July 20-21—Montana—Canyon, Yellowstone 

Park. 

Augt. 31-Sept. 1—Wyoming—Lauder. 

Sept. 6—Delaware—Rehoboth. 

Sept. 10—Maine Savings Banks Association 
& Massachusetts Savings Banks Association 
(joint convention), Mansion House, Poland 
Springs, Maine. 


tivity by the Federal Home Loan banks. 
These banks do not loan to individuals but 
only to home financing institutions which 
have become members of such banks.” 
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ARE SOME BANKERS PAWN- 
BROKERS? 


““SOME men are not bankers; they are pawn- 
brokers.” Thus J. F. T. O'Connor, Comp- 
troller of the Currency, startled members of 
the Texas Bankers Association when he ad- 
dressed them last month. Comptroller 
O’Connor said in part: 

“There is no doubt that many bankers— 
and I am speaking generally now—have been 
reluctant to make good loans. They have 
preferred, through timidity, to sit on the side- 
lines and watch the struggle towards economic 
recovery without lending their resources and 
thus becoming a part of it. Such men are 
not bankers; they are pawnbrokers. 

“A banker should have the courage and 
the vision to see that this country is surely 
advancing; that loans made now on any 
reasonable basis will almost certainly be re- 
paid, and that the foundation stones for suc- 
cess are almost invariably laid during times 
of depression.” 





LETTERS TO THE EDITOR 


AN OPEN FORUM FOR AN EXCHANGE OF OPINIONS 


Readers of THE BANKERS MAGAZINE are invited to send for publication in this de- 
partment an expression of their views on matters of current interest to bankers. 
Among subjects of present discussion are: “The Monetary Policy of the Govern- 
ment,” “Bankers and Their Public Relations,” ““The Permanent Deposit Guaranty.” 
Expressions of opinion ion these and other subjects relating to banking will be cor- 


dially welcomed to our pages.—-EpiTor. 


@ The following letters received honor- 
able mention in the prize letter contest, 
the winner of which was announced in 
the May issue: 


THE SERVICE CHARGE 


Editor, THE BANKERS MAGAZINE: 

Two of the outstanding effects of the 
depression have been limitation of out- 
lets for inactive capital, with its conse- 
quent decrease in investment returns, 
and a decline in balances of the com- 
mercial accounts. In order to make the 


unprofitable accounts self-sustaining it 
was necessary for the banking system to 
create the “Measured Service Charge.” 


A great deal of discontent grew on the 
part of many depositors who in pre- 
depression days were not asked to pay 
any carrying fee. 

These malcontents may be divided into 
two catagories. On the one hand are 
those who make decisions in the light 
of past experience; on the other there 
are those who look upon the service 
charge as a means by which Shylockian 
bankers can extract their pound of flesh 
from the small depositor. “Since we 
have not been charged in 1929, there is 
no reason to pay in 1934,” argue the 
former. The lJatter’s objection has been 
augmented by the recent Senate banking 
investigation. Since these attitudes are 
detrimental to the good-will of the banks 
it is necessary to arrive at some means 
to eradicate them from the minds of the 
public. 

We are now faced with the question: 
What methods can the financial institu- 
tions apply to reach this end? It is my 
opinion that the banking institutions 
may use the same methods other forces 
use to create public opinion and propa- 
ganda, to wit, the radio, the newspaper 
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and the cinema. Recently banks have 
advertised in the daily newspapers the 
services rendered by them. These ad- 
vertisements may aid in acquainting the 
public with the reasons for the service 
charge, e. g., articles in such widely cir- 
culated magazines as the Saturday Eve- 
ning Post would reach many people. 
The recent announcement of the “Uni- 
form Service Charge Code” now await- 
ing approval at Washington has created 
some discord; its execution will increase 
this disturbance. Since its effect will be 
felt by all banks, it would be advan- 
tageous for such organizations as the 
New York Clearing-House Association 
to feature a Movietone Short, such as 
that used for NRA propaganda, to ex- 
plain this charge to the people. 

It has been said, ““To understand is to 
forgive.” I feel that the hostile attitude 
of the depositor to the service charge is 
due to the fact that he does not under- 
stand it. If he is made to understand he 
will forgive. 

JosEPH J. WALKER. 


CONFIDENCE IN YOUR BANK 


Editor, THE BANKERS MAGAZINE: 

As a student of banking and its prob- 
lems, I wonder if the discussions and 
articles on banking do not overlook the 
most important problem, namely, “Con- 
fidence in Your Bank.” 

Back in 1923 a banker invited me to 
be his guest at a meeting of a group of 
our state bankers association and as a 
result of the meeting I caught the vision 
of what a real banker should be. 

The point I want to make is that while 
investments, credit and other phases of 
banking are very important, I believe 
that the most important factor in re- 
storing confidence in the banks of our 
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country is whether or not the people 
have confidence in the men who direct 
the operation of the banks and the ability 
of the officers and employes who come 
in direct contact with depositors. 

I was impressed with the fact that 
only a small percentage of banks were 
represented at the many conventions I 
have attended and in very few cases 
were the younger men invited to come 
with the officers and directors of their 
banks in order to benefit from the ex- 
perience of men through the discussion 
of vital banking subjects. 

The management of banks fail to de- 
velop the talent in their banks which 
could be used to build up good-will and 
confidence and more efficient banking 
methods. 

I believe in bank conventions, not as a 
vacation, but as a schooling in the funda- 
mentals of banking and from the con- 
tacts you make you get ideas which can 
be applied in your own bank and I al- 
ways come back with some practical sug- 
gestions that can be used to advantage 
in our bank. 

People will have confidence in your 
bank if they have faith in the ability and 
integrity of the management and em- 
ployes. 

Ario H. Everetr. 


“KNOW THYSELF” SHOULD BE 
BANKER’S MOTTO 


Editor, THE BANKERS MAGAZINE: 

R. E. Doan’s challenge to bankers in 
the April issue of your magazine was of 
great interest to me, not only because 
it discussed the inevitable trend toward 
unification in banking, but also because 
it illustrated so well the increasing 
awareness of men to the growth and 
change which is continuous in our finan- 
cial system. I should like to point out 
this further implication. 

We are prone to think of readjust- 
ment as being an alteration of methods 
and machinery. Is it not also a change 
in the attitudes of the men handling 
the machinery; that is, in their compre- 


hension of what they are doing? The 
banker ‘has always had to keep abreast 
of all changes in business. He quite 
naturally has observed the alterations 
of business methods which have been 
made by the codes. Has he been keep- 
ing pace with the changing psychologi- 
cal reactions of his clients toward bank- 
ing and business which have grown up 
through discussions of co-operative trade 
practices? 

When a code alters the trade terms 
of an industry, the banker can figure 
out on paper how this will affect his 
clients’ credit requirements. When the 
type of assets available for the base of 
our credit structure changes, we can 
study the possibility of new legislation. 
But when an attitude of mind is chang- 
ing it is difficult to analyze and compre- 
hend. No book can give in ten sections 
an outline of a shirt manufacturer's 
changing idea of his relationship to his 
industry and to his bank. 

I have no system for gauging these 
mental fluctuations. 


I simply point to 
them as being something the banker 


must take into consideration. Of course 
he must constantly be aware of his own 
subtly changing attitudes and his own 
comprehension of his bank’s changing 
function. The Greek motto “Know 
thyself” was never a more timely ex’ 
hortation 
JEREMIAH Epwarbs. 


J. P. WARBURG TO ADDRESS 
“CHOOSING A CAREER” 
CONFERENCE 


JAMES P. WARBURG, vice-chairman of the 
Bank of the Manhattan Company, New York, 
will be one of the speakers to address the 
First ““Choosing a Career” Conference that 
will take place in Newark, N. J., at L. Bam- 
berger & Co., June 26, 27 and 28. The 
conference will be addressed by prominent 
men and women in the industrial and pro- 
fessional worlds, in order to help young men 
and women to choose their careers more in- 
telligently by presenting to them clearer, more 
definite pictures of the various businesses and 
professions. 





Warburg Demands Fight on Inflation 


cent convention of the National As- 

sociation of Mutual Savings Banks, 
James P. Warburg, vice-chairman of the 
Bank of the Manhattan Company, at- 
tacked the fiscal and economic policies 
of the New Deal as threatening a shrink- 
age of savings bank deposits of more 
than 50 per cent. in value through in- 
flation, and a decrease in business profits 
and investment opportunities through 
an excess of governmental planning and 
control. 

Mr. Warburg appealed to the savings 
bankers to play a leading rdle in the 
fight against inflation and excessive gov- 
ernmental planning. He charged that a 
great injustice was being done by the 
Government's fiscal policy to every sav- 
ings bank depositor, “because the savings 
depositor is actually being deprived of 
part of his savings, and because the sav- 
ings depositor is in process of being 
denied the opportunity of receiving a 
fair return on his savings.” 

The policy of deliberately depreciat- 
ing the dollar in order to raise prices and 
lighten debt burdens, he went on, had 
resulted already in giving us an 85- or 
90-cent dollar in internal purchasing 
power, so that the savings depositor now 
has lost about one-sixth of his savings. 
The Government's intention to seek a 
still higher price level, he added, “is a 
very definite threat of greater loss still 
to be inflicted upon the savings depositor. 

“The 40,000,000 savings accounts in 
the country are damaged to the extent 
that the dollars deposited with you are 
debased and will purchase less than they 
would have purchased at the time they 
were deposited,” he continued. “We do 
not know to what extent the Govern- 
ment intends to proceed with this policy. 
Certainly it intends to bring the internal 
purchasing power of the dollar down to 
at least 60 per cent. 

“Otherwise the whole theory of de- 
valuation would be meaningless. It 
therefore seems fair to state that your 
depositors must look forward to a cer- 
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[: a speech delivered before the re- 


tain shrinkage of 40 per cent. in the 
value of their savings accounts if the 
Government is successful in making the 
devaluation theory work.” 


SAYS BANK DEPOSITORS SUFFER 


Furthermore, Mr. Warburg went on, 
the general philosophy of the Govern- 
ment’s policy in economic matters, as 
shown by the Securities and Stock Ex- 
change acts, is such as to deprive de- 
positors of a chance to receive a fair re- 
turn on their savings in the future, by 
obscuring the hope of reward from in- 
dividual enterprise and of profitable in- 
vestment of savings. 

“The general philosophy to which I 
refer,” he explained, “is that the Gov- 
ernment is the mainspring of national 
life, a view which is being carried to its 
logical conclusion in several European 
countries and which leads to the com- 
plete suppression of the individual in 
favor of the all-powerful state.” 

If we change our economic order, Mr. 
Warburg argued, we must also change 
our form of government, “for if we ex- 
pect our Government to do our thinking, 
planning and spending for us, we must 
be prepared to remove from government 
the necessity of submitting itself to fre- 
quent popular election.” 

In the Securities and Stock Exchange 
acts, Mr. Warburg continued, the Gov 
ernment “has practically destroyed the 
investment machinery, and thereby de- 
stroyed the channels through which the 
savings of the people have in the past 
found their natural employment in sup- 
plying the capital needs of business.” 


GOVERNMENT AS THE ONE BIG SPENDER 


“If the Government,” he also said, “is 
to be the one great spender, the one 
great employer of men, the one great 
borrower of funds; if private enterprise 
is to be unable to find capital to replace 
outworn plant and machinery except by 
going to the Government; if bankers 
are no longer to perform their traditional 
function of bringing together the ac- 
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cumulators of savings with productive 
enterprise which legitimately requires 
capital, and if that function is hence- 
forth to be exercised by the Govern- 
ment, then it is difficult to see how you 
gentlemen are going to be able to find 
investments which will provide safety 
for your depositors and at the same time 
enable you to pay them a reasonable 
rate of return. 
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“We have gone far down the road 
which leads to the abandonment of an 
economic order based upon the hope of 
reward for work or enterprise. We have 
done this, to my mind, because in our 
perfectly proper desire for reform, we 
have not fully realized the dangers of 
going too far in the direction of Gow 
ernment planning and control. But we 
have not gone too far to turn back.” 


Banks Allowed to Continue Stock Service 


ONSIDERABLE confusion arose 

last month as to whether or not 

national banks and state bank 
members of the Federal Reserve System 
were to be allowed to buy and sell stocks 
solely upon order for the account of 
customers. A ruling of the Federal Re- 
serve Board had been interpreted as 
stopping such activities under Section 16 
of the Banking Act of 1933. 

The matter was cleared up so far as 
state banks were concerned by a later 
ruling of the board which was announced 
to Federal Reserve banks in the follow- 
ing telegram: 


“Referring to board’s telegram of 
April 28, 1934, re authority of member 
banks to purchase corporate stocks solely 
upon order and for account of custom 
ers, Federal Reserve Board has recon- 
sidered the question and is of the opinion 
that there is no prohibition in the Fed- 
eral statutes against banks buying and 
selling corporate stocks solely upon order 
and for account of customers. You will 
understand that the board’s ruling is 
applicable to state member banks only 
and you are authorized to advise them 
accordingly.” 


Several days later it was also ruled 
that national banks were permitted to 
buy and sell corporate stocks solely for 
the account of their customers unless 
Congress passes an amendment to the 
Banking Act of 1933 specifically pro- 
hibiting such practice. 

Legislative leaders are understood to 
hold that it was not the intention of 
Congress, in writing Section 16 of the 


Glass act, to preclude buying and selling 
of corporate stocks by the banks, if this 
was restricted to performing a service 
for customers in which the banks were 
in no way obligated. 

The practice whereby banks have been 
permitted to purchase and sell corporate 
stocks for the account of customers has 
been one of long standing and in smaller 
communities afforded a source of con- 
siderable revenue to the banks. 

In some of the small towns and vil- 
lages there are no brokerage houses where 
customers can turn to make purchases 
and sales. In the larger cities thousands 
of bank depositors make purchases and 
sales through their banks, and it was felt 
that prohibition of this practice would 
cause much confusion and inconvenience. 

The Glass act of June 16, 1933, con- 
tained a provision that “except as here- 
inafter provided or otherwise permitted 
by law, nothing herein contained shall 
authorize the purchase by the association 
(bank) of any shares of stock of any 
corporation.” 

Dealing in “investment securities” is 
limited to buying and selling such securi- 
ties solely upon the order and for the 
account of customers, and in no case for 
the bank’s own account. 

As the term is used in the section 
“investment securities” are described as 
“marketable obligations of evidencing 
indebtedness of any person, co-partner- 
ship, association or corporation in the 
form of bonds, notes or debentures com- 
monly known as investment securities, 
as may by regulation be prescribed by 
the controller of the Currency.” 





Will There Be Fewer Banks? 


LARGE part of our so-called unit 
banks will be liquidated or ab- 
sorbed in the opinion of George 

V. McLaughlin, president of the New 
York State Bankers Association and of 
the Brooklyn Trust Company, as ex- 
pressed in an address before the New 
Jersey Bankers Association. 

“Their number will be reduced by one- 
half,” he added. “The banking business 
then will either get on a profitable basis 
or be owned by the Government, or the 
Government will liquidate it to get back 
its investment.” 

Mr. McLaughlin pointed out that “the 
Reconstruction Finance Corporation has 
become the greatest owner of bank stock 
in the world. 

“Tt has a billion dollars invested in 
American banks,” he said. “It has ad- 
vanced five billion. It now has com- 
mitments of four billion, greater than 
the combined resources of the twelve 
Federal Reserve banks. About 36 per 
cent. of the earnings assets of city banks, 


and 45 per cent. in country banks, are 
Government securities. Since the Gov- 
ernment has so much invested, it will 
ask for some measure of control. 

“If we were half as rugged individu- 
alists as we thought we were, the Gov- 
ernment would not be in our business 
now. However, the banks, railroads and 
insurance companies begged for help 
and now since the Government has in- 
vested heavily, it may be expected to 
ask for some measure of control.” 

Another development of recent years, 
Mr. McLaughlin said, is that of branch 
banking. He predicted that branch 
banking would not go much further. 
City-wide branch banking, he said, did 
not pay unless there were unusually 
high money rates. 

“Many of us with branches are trying 
to find ways to close them,” he said. 

He assured his hearers that branch 
banking “is here to stay,” but said “it 
will have very little extension from 
now on.” 


Publicity on Service Charges 


OO much publicity on the adop- 
tion of a schedule of service charges 


often defeats its purpose and in- 
vites opposition. Don’t proclaim your 
service charges to the entire community 
but only to such customers as are af- 
fected by them. This is the gist of the 
advice given to New Jersey bankers by 
John J. Driscoll, Jr., in an address made 
at the recent convention. Mr. Driscoll 
is a C. P. A. and specializes in bank 
analysis work. 
The portion of the address 
ing publicity follows: 


concern: 


“Publicity has been a matter of con- 
siderable discussion, but to my mind the 
application of a schedule of charges un- 
der the NRA code differs in no way 
from the application of a schedule of 
analysis and service charges by a group 
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of banks before the code was thought 
of and a plan of publicity that success- 
fully worked in one case should work 
in the other. Let us not overlook the 
fact that a broadcast of publicity reaches 
the attention of 100 people, only five of 
whom are possibly interested in your 
plans but the other 95 are then invited 
to discuss and express opinions upon 
them. 

“If one weakness has been shown over 
a period of time, it is the tendency of 
some publicity plans to oversell the idea, 
and in overselling it to cause the cus- 
tomer, or frequently a disinterested 
party, to question what you are trying 
to do. 

“Fundamentally, if your plan is based 
on fact, if it can be justified and ex- 
plained, the biggest part of the problem 
is over and I, for one, feel that I would 
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confine my discussion of analysis of ac- 
counts and the basis to be used with those 
customers whose accounts are to be 
analyzed and not with everyone in the 
countryside who may care to listen. 

“I would suggest that your publicity 
stress the fact that service charges are 
not new and did not come about because 
of the NRA, but that the NRA simply 


makes them uniform in a given locality 
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and that the majority of better managed 
banks have followed this practice for a 
period of years. 

“After your set of rules is accepted 
and approved, a period of thirty days 
must elapse before they can go into 
operation. Normally, this should pro- 
vide ample opportunity to properly pre- 
pare your customers for the installation 
of charges.” 


Challenges Fortune’s Article on Group 
Banking 


N 1932 the magazine, Fortune, pub- 
lished an article which was favorable 
to group banking. At that time the 

article was severely criticized by Charles 
F. Zimmerman, secretary of the Pennsyl- 
vania Bankers Association, who regarded 
it as propaganda by the “big banking 
interests” directed against the independ- 
ent unit banks of the country. 

Mr. Zimmerman believes that recent 
banking history bears out his contentions 
and recently has made public a letter 
addressed to Fortune in which he calls 
upon that magazine to bring their story 
on group banking up to date. The text 
of his letter follows: 


Mr. Mantred Gottfried, 
Associate Editor, Fortune, 
Dear Mr. Gottfried: 

In the latter part of 1932, Fortune pub- 
lished an article “Branch Banking—The First 
Step,” which as you will recall, I had the 
temerity to characterize as a “ghost story.” 
The import of the article found its climax in 
the following paragraph endorsing “group 
banking”: “The groups have stood by reason 
of the fact that being large, having adequate 
capital, and large earnings, they plowed back 
their profits to wash out losses in their weaker 
members.” 

A great deal of water has gone over the 
dam since your article appeared. It is not 
my purpose at any time to assume the role of 
pointing out either the weakness of another 
man’s conclusions or of gloating in the mis- 
fortune of those who do not see eye to eye 
with me with regard to our “American” sys- 
tem of unit banking. At the same time it is 
fair to call your attention to certain recent 
developments in this field. . . . 

In passing, may I say that of all the drab 
chapters in the history of banking in America, 


these appeal to me as being the least merito- 
rious. Since you personally stepped aside to 
laud this type of bank management as above 
stated,-it seems to me that you will welcome 
an opportunity to revise your previous favor- 
able estimates and expressions concerning the 
desirability and enviable (?) record of group 
banking in America. 

“The mills of the gods grind slowly but 
they grind exceedingly fine.” I should wel- 
come a word from you in reply. 

Sincerely yours, 
CHARLES F. ZIMMERMAN, 
Secretary, 
Pennsylvania Bankers Association. 
April 24, 1934. 
Huntingdon, Pa. 


EDWIN BIRD WILSON 
APPOINTED 
Epwin Birp Witson, Incorporated, New 
York, has been appointed advertising agent 


for the Montclair Trust Company, Mont- 
clair, N. J. 


DEPOSIT INSURANCE HAS STIM- 
ULATED DEPOSITS 


IN THE opinion of the members of the Min- 
nesota Bankers Association Federal Deposit 
Insurance has added to their deposits. Sec- 
retary William Duncan, Jr., put the follow- 
ing question to them: “Has the Temporary 
Insurance Fund contributed to an increase in 
your deposits since January 1, 19347" An- 
swers were tabulated as follows: 
412 reported an increase. 

9 reported not yet, but think Insurance 
Fund helps. 
reported no increase. 
reported undecided. 
made no answer to the inquiry. 
reported not members of the Fund. 


7 


5 
8 
3 
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WHAT WOULD YOU DO IF YOU 
WERE BROKE? 


DaNIEL W. Hocan, president of the City 
National Bank, Oklahoma City, was asked 
what he would do if he suddenly found him- 
self without cash and without a job. Many 
a banker has probably asked himself the same 
question. In his reply Mr. Hogan said he 
thought he could get himself a job in a bank 
at around $100 a month to start and that 
for this he would be willing to do anything 
from sweeping the floors to polishing the 
cuspidors. 

“Why, I bet you in a few months there 
wouldn’t be anyone in the town who would 
know as much as I did about the financial 
problems connected with that community,” 
he insists. 

“Then I'd be branching out and before 
long I'd have a bank of my own again. 

“Now, if after more than 40 years of bank- 
ing I can’t be of more service to patrons of 
a bank and to the community in general than 
I was when I started, there’s something 
wrong,’ he sums up the imaginary predica- 
ment of “going broke.” 

“IT would regret, of course, at my age, to 
have to go through the struggle again, but 
it could be done easily enough. The main 
trouble is a lot of people get discouraged and 
are willing to throw up everything because 


they have lost their money. 
“If a man goes broke and loses his health, 
too, of course there isn’t a great deal he can 


do about it. But with his health, experience 
and a few friends of the good old days left, 
there’s no doubt in my mind what I'd do. 

“Td keep up my reading and study and 
refuse to sit around worrying. Then with a 
fair break in health I'd make my own oppor- 
tunities again by the simple process of work- 
ing and liking my work. 

“T would stay in banking because too much 
time would be wasted by attempting to learn 
something else after spending a lifetime at 
banking.” 


REPEAL BAD FOR SAVINGS 
BANKS 


AT THE recent convention in New York of 
the National Association of Mutual Savings 
Banks Carl M. Spencer, president of the 
Home Savings Bank, Boston, and of the Sav- 
ings Banks Association of Massachusetts, as- 
serted that the “miserable handling” of pro- 
hibition repeal in Massachusetts had given 
savings bankers a serious problem. 

“There are more drinking places than ever 
before, and they appear in localities where 
they were never before permitted,” he ex- 
plained. “As savings bankers we are af- 
fected by a return of conditions which will 
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lower the standard of living for families in 
tenement districts, provide less of the family 
income for saving, reduce the rent collections 
from tenements and make certain areas less 
desirable to live in, with the consequent ef- 
fect upon real estate values.” 


NEW YORK SAVINGS BANKS 
MAY JOIN FEDERAL 
RESERVE 


Governor LEHMAN of New York last month 
signed a bill permitting savings banks to be- 
come members of the Federal Reserve System. 
The same bill also permits savings banks to 
maintain deposits with the Federal Deposit 
Insurance Corporation. 


NEW OFFICERS OF THE SAVINGS 
BANK ASSOCIATION 


Puitip A. BENSON, president of the Dime 
Savings Bank of Brooklyn, was unanimously 
re-elected president of the National Associa- 
tion of Mutual Savings Banks at the conven- 
tion held in New York last month. 

The association elected also Robert C. 
Glazier, president of the Society for Savings 
of Hartford, Conn., as vice-president. Walter 
W. Hallett, vice-president of the Bank for 
Savings, New York, was re-elected treasurer 
and John W. Sandstedt of New York was 
re-elected as executive secretary. 

Members of the council of administration 
were elected as follows: R. W. Tobin, presi- 
dent, Hibernia Savings and Loan Society, 
San Francisco; R. LaMotte Russell, treasurer, 
Savings Bank of Manchester, South Manches- 
ter, Conn.; Marcus G. Merwin, treasurer, 
New Milford (Conn.) Savings Bank; F. E. 
Stone, president, Wilmington Savings Fund 
Society, Wilmington, Del.; Rome C. Stephen- 
son, vice-president, St. Joseph County: Sav- 
ings Bank, South Bend, Ind.; H. J. Staples, 
treasurer, York County Savings Bank, Bidde- 
ford, Me.; James D. Garrett, president, Cen- 
tral Savings Bank, Baltimore; A. George Gil- 
man, president, Malden Savings Bank, Mal- 
den, Mass.; Charles F. Mann, treasurer, East 
Bridgewater Savings Bank, East Bridgewater, 
Mass.; Robert B. McGaw, president, Hamp- 
den Saving Bank, Springfield, Mass.; Henry 
S. Kingman, treasurer, Farmers & Mechanics 
Savings Bank, Minneapolis; E. K. Wood- 
worth, president, New Hampshire Savings 
Bank, Concord; W. W. Miller, president, 
Bloomfield (N. J.) Savings Institution; R. J. 
Wulff, president, Fulton Savings Bank, 
Brooklyn; Andrew Mills, Jr., president, Dry 
Dock Savings Institution, New York; Dean 
R. Nott, president, Erie County Savings 
Bank, Buffalo; H. H. Newell, vice-president, 
Society for Savings, Cleveland; George F. 
Brice, president, Oregon Mutual Savings 
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FEDERAL BANKING LAWS 


As Amended to Date 


Including the Gold Reserve Act of 1934 
Edited by John Edson Brady 


The new edition of Federal Banking Laws contains, in one com- 
pact volume, all of the statutes of the United States, which regulate 
the transactions of National Banks, State Bank Members of the Fed- 
eral Reserve System and State Banks which may later join the system. 


Part I contains all of the provisions of the 
National Bank Act, the Federal Reserve Act and 
other Federal Banking Statutes, as amended to 
the date of the enactment of the Banking Act of 
1933. (June 16, 1933.) 

Part II contains the full text of the Banking 
Act of 1933. This important statute makes many 
far-reaching changes in the Federal laws which 
apply to banks with reference to deposit insurance, 
stockholders’ liability, interest on deposits, branch 
banking, relations with affiliates, State Bank mem- 
bership, ete. 

The Gold Reserve Act of 1934 (popularly called 
the ‘‘Money Bill’’), signed by the President on 
January 20, is given in a supplement. 

Cross references and explanatory footnotes indicate the new 
changes in the law and make it possible to locate quickly the pro- 
visions bearing on any particular subject. These are essential time 
Savers. 

The complete indexes are a most important feature. Each part 
is given a separate and full index. They facilitate the use of the 
book as a work for quick reference. 

The book contains what its title implies—all of the Federal 
Statutes which affect National Banks and State Banks which are, or 
may become, members of the Federal Reserve System. 

The book contains 350 pages and is durably bound in eloth. 
Price, $3.50 per cepy. An order form is enclosed. 


The Banking Law Journal, 465 Main St., Cambridge, Mass. 
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Bank, Portland; S. B. Lloyd, president, Phila- 
delphia Saving Fund Society; Robert W. Up- 
ham, treasurer, People’s Savings Bank, Provi- 
dence; Levi P. Smith, vice-president, Burling 
ton (Vt.) Savings Bank; R. R. Frazier, chair- 
man of board, Washington Mutual Savings 
Bank, Seattle; E. M. Van Lone, treasurer, 
Beloit (Wis.) Savings Bank. 


SEES “MENTAL” SHORT POSI- 
TION IN GOVERNMENT 
BOND MARKET 


THERE is today a large “mental” short posi- 
tion in the Government bond market await- 
ing the final disposition by Congress of the 
silver question and other inflationary meas- 
ures, as evidenced by the large excess re- 
serves held by banks and insurance com- 
panies. 

This opinion is set forth by Charles E. 
Quincey & Co., who in a special letter on 
the Government bond outlook, state that the 
Government will probably issue from two 
and one-half to five billions of new long- 
term bonds as soon as Congress adjourns and 
thereby commence the remedying of the now 
top-heavy short-term debt structure. 

‘““Many institutions,” say these specialists 
in Government issues, “have adhered to a 
policy of confining their holdings of U. S. 
Government maturities to short-term maturi- 
ties. These institutions may now be faced 
with the necessity of converting into long- 
term bonds, due to the probable increasing 
scarcity of Bill, Certificate and Note issues. 
Four of the 1934 maturities are already sell- 
ing at a substantial premium above a ‘no 
yield’ basis, in the belief that an attractive 
conversion offer will be made, and even the 
1933 maturities yield only a fraction of one 
per cent” 


ALL BUSINESS TO BECOME A 
PROFESSION 


AMERICAN business of the future will attain 
the status of a profession, with a strong code 
of ethics and with success dependent in large 
measure on administrative ability and efh- 
ciency in serving the public. 

This is the opinion of Prof. Theodore J. 
Kreps of the Graduate School of Business of 
Stanford University, set forth in an address 
on “The Business Man of 1964,” delivered 
as a guide to contestants in an essay contest 
being held by the Bank of America (Cali 
fornia).. The contestants of 18 years of age 
and under are competing for $10,000 in 
scholarships and cash awards by writing their 
views on “The World of. 1964.” 
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EVERY TRUST DEPARTMENT 
SHOULD HAVE 


NEW BUSINESS 


FOR THE 
TRUST DEPARTMENT 


By 
T. T. WELDON 


Here in the pages of this book you 
will find everything you need to 
know about building upand main- 
taining the business of your trust 
department. Includes merchan- 
dising, advertising, selling and 
administration. Price... . $5.00 
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